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A Complete Banking Service 


The Midland Bank offers exceptional facilities for transacting 
banking business of every description. Together with its affilia- 
tions it operates over 2450 branches in Great Britain and Northern 
Ireland and, in addition to offices in the Atlantic Liners Aquitania, 
Berengaria and Mauretania, has agents and correspondents in all 
parts of the world. The offices of the Bank in Poultry, London, 
E.C. 2 and at 196 Piccadilly, London, W. 1 are specially equipped 
for the use and convenience of visitors in London. 
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HE unit banking system is on trial and must vindicate 

itself,” says Rupot¥F S. Hecut, president of the Hibernia 

Bank and Trust Company of New Orleans, in an article, 

“WaHerE Is Our BAnxkING System HEaApDED?” to appear 
in the AuGusT issue. “It depends upon the unit bankers them- 
selves,” continues Mr. Hecht, “whether the system shall continue 
to live or be ultimately swept away by the rising tide of branch and 
chain banking. It behooves bankers to put their house in order and 
take the initiative in correcting the evils from which the unit banks 
have suffered. For the final test will be what system really renders 
the best service. If unit banks are properly and profitably run by 
experienced executives; if they observe sound banking principles; 
if they get together and form effective plans of co-operation; and if 
the public interest and the public welfare are always their prime 
consideration, there can be no doubt of the ultimate outcome. We 
have come to the crossroads of our financial future. The choice lies: 
between improved banking practice among unit banks or ultimate 
absorption by a centralized system.” 


IN his article, “INVENTORY CONTROL AND VERIFICATION,” to appear 
in the AucusT issue, C. O. WELLINGTON, of Scovell, Wellington 
& Company, a national organization of accountants and engineers, 
says: “With the growth of accounting and the development of credit 
analysis, bankers have come to realize the value of certified state- 
ments, and they have looked with an increasingly critical eye upon 
the treatment of inventories in such statements. They are con- 
cerned with quantitative aspects of an inventory — whether it is 
excessive, normal or depleted — because of the effects upon cash, 
turnover, purchasing, ete. Likewise they are interested in the 
qualitative aspects — whether stable, perishable or obsolete — be- 
cause of the effect upon sales. Before bankers can reach any sound 
conclusions on either quantitative or qualitative points, however, 
they need the fundamental assurance of accuracy in count and 
valuation. For such assurance they naturally look to the auditor, 
the disinterested professional man who is on the ground; and they 
desire to know exactly what he did to verify the inventory; or, if 
he did nothing, why he passed over such an important item.” 


{Continued on page xIv} 





THE BANKERS MAGAZINE 


MARTINS BANK LIMITED. 
Head Office : London Office : 


7, WATER STREET, 68, LOMBARD ST., 
LIVERPOOL. TON LONDON, E.C.3. 


Manchester District Office: 43, SPRING GARDENS. 


Capital Subscribed (at $5 to £1)... . $103,011,360 
Capital Paid Up and Reserves... 38,647,065 
Deposits, etc., at 3lst Dec., 1928... . $414,664,405 


The bank has over 560 Offices in Great Britain and Agents in 
the principal towns throughout the world. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 


The Bank is prepared to act as Agent for Foreign Banks 
on usual Terms. 


Commerz-und Privat- Bank 


Aktiengesellschaft 


(Established 1870) 


HAMBURG-BERLIN 


and 
Over three hundred branches and agencies throughout 
Germany 


Capital - - R.M. 75,000,000 
Surplus about R.M. 40,000,000 


All Banking Transactions 


Extensive Trade Information Service 


Cable address for main offices and branches 


“HANSEATIC” 


Represented in New York by Konrad von Ilberg, 50 Broadway 
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Newfoundland ~~ ** 
West Indies 


CREDIT CHECKINGS 


In connection with the extensive Collection Departments 


which we maintain at our West Indies Branches, we have a 
comprehensive file of credit information that is available to 


our correspondents. Branches are operated in the West 
Indies as follows : 


Cuba—Havana and 4 other principal cities. 

Porto Rico—San Juan and Fajardo. 

Dominican Republic—Santo Domingo, San Pedro de 
Macoris, Santiago de los Caballeros. 

Jamaica—K ingston and eleven other points. 


Enquiries should be addressed to the principal offices mentioned 
above or to our New York Agency, 49 Wall Street. 


BANK OF NOVA SCOTIA 


ESTABLISHED 1832 


Capital . ; , : . $10,000,000 
Reserve Fund : ‘ ‘ 20,000,000 
Total Assets over . ‘ : 275,000,000 


New York Agency: 49 Wall Street 
P. W. Murphy, F. W. Murray, Agents 
Branches also at Boston and Chicago 
London, Eng., Branch— 

108 Old Broad Street, E. C. 2 
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“MEETING Ristne Costs AND LowERED Prorits” is the title of an 
article by EucGENE H. Burris, of Ames, Emerich & Co., to appear 
in the Aueust issue. The author shows in this article how bankers 
can offset rising costs of management through aligning their in- 
vestment policies with changing requirements for liquidity. “When 
three-quarters of the banks of this country are operating without 
chart or compass,” says Mr. Burris, “and one-half of the banks 
are not sufficiently liquid, and the other half are penalizing their 
stockholders by carrying more liquid, low income producing assets 
than they need, surely there is a great field for scientific research 
into these banking problems. Through the application of scientific 
principles of bank management governing the secondary reserve, 
the organization with which the writer is associated has succeeded in 
increasing the income from certain portions of a bank’s resources 
by as much as 36 per cent., and in enabling banks to declare extra 
dividends of as much as 12 per cent. on their capital stock. Scien- 
tific management of the secondary reserve provides basic principles 
for the scientific management of banks.” 


Is your bank about to start a new Christmas Savings Club? Or 
will your bank be twenty-five or fifty years old next year? Or are 
you soon to move into a handsome new building? Or again, do you 
wish to inject new life into your regular business development 
activities? In an article, “WHEN THE Bank Puts ON A Party,” 
to appear in the Aucust issue, M. E. Cuase tells how the Chase 
National Bank of New York brought in a crowd on the occasion 
of the opening of its Park Avenue branch; how the Bowery branch 
of the Bowery Savings bank of New York created good-will 
among customers and prospective customers; what the Franklin 
Building and Loan Association of New York did on the occasion 
of its fortieth anniversary; how the Federal American National 
Bank of Washington conducts an annual contest which the bank 
considers some of the most valuable advertising that it has ever 
done; how the First Trust and Savings Bank of Akron, Ohio, 
celebrated its seventieth anniversary simultaneously with the city’s 
centennial celebration; how the United Banking and Trust Com- 
pany of Cleveland put. over an historical exhibit on the occasion of 
its fortieth anniversary; how both the State Bank of Chicago and 
the Madison and Kedzie State Bank of the same city stimulated 
Christmas Savings Club business, and numerous other plans which 
various banks in different cities of the country have successfully 
used in gaining both good-will and increased business. 
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No. 1 


Editorial Comment 
EXODUS FROM THE NATIONAL BANKING SYSTEM 


O attentive student of American 
N banking can have failed to note 

a recent tendency among the 
large banks of the country to leave the 
National Banking System and to re- 
organize under state law. Within a 
year or less such banks as the Con- 
tinental National of Chicago, the Na- 
tional Bank of Commerce, Chemical 
National, Hanover National and Sea- 
board National of New York have all 
taken such a course. If we go back a 
few years further, several other large 
national banks could be added to the 
list. It is a significant movement, and 
deserves careful study. 

To jump at the conclusion that the 
banks making this change consider the 
state system as more advantageous than 
the national system in all respects 
would not be accurate. There are other 
reasons for the change. In several cases 
the crossing over from one system to 
another has been due to a consolidation 
of a national and a state bank, and it 
has been found easier in practice to 
effect this merger by converting the 
national bank into a state institution. 
But there is another reason for the de- 
velopment in question. It lies in the 
difficulty experienced by national banks 
effecting mergers with state banks and 
trust companies in handling trust estates. 
As yet the state laws have not, in all 
instances, been so framed or judicially 
interpreted as to favor the handling of 
trust estates by national banks. Among 
the larger banks the handling of trust 
estates has become so important that 
they find it desirable to equip themselves 
for it in the best manner possible. Some 
of the banks that have gone out of the 
national system and into the state, for 


the purposes indicated, may again go 
back into the national system; but this 
is uncertain. 

Making due allowances for the above 
considerations, there are, no doubt, other 
reasons for the present exodus of na- 
tional banks into the state systems. 
Before the enactment of the Federal 
Reserve Law the national banks lacked 
some of the functions enabling them to 
compete effectually with the state banks. 
Even after the passing of this measure, 
the national banks found themselves 
unable to keep pace with the state banks 
in the matter of establishing branches. 
This inequality was partially removed 
by the McFadden Act. 

But both these measures for enlarg- 
ing the powers of national banks have 
failed to check the movement, among the 
larger national banks, away from the 
national system to that of the state. 
While the laws mentioned enlarged the 
powers of the national banks in several 
directions, and thus better fitted them to 
compete with the state banks, the Fed- 
eral Reserve Act took away some of the 
most important functions formerly ap- 
pertaining to the national banks. Under 
the provisions of this measure they can 
no longer hold the legal national re- 
serves of other banks, their exchange 
charges have been curtailed, they do not 
act as Government depositaries to the 
extent they did, and the privilege of 
issuing circulation promises to disappear. 

In recounting these changes it is not 
the aim to consider whether they were 
beneficial or otherwise, but merely to 
appraise their effect in bringing about 
the flight from the National Banking 
System. , 

What effect compulsory membership 


1 
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in the Federal Reserve System has had 
upon the movement under discussion is 
another story. 


RATE POLICY AND THE RESERVE 
BANKS 


IVERGENT views between the 
D Federal Reserve Board and cer- 

tain of the Reserve banks have 
directed fresh attention to a subject often 
discussed of late; that is, as to where 
final authority to fix the rate of discount 
should be lodged—with the respective 
Reserve banks or with the Federal Re- 
serve Board. At present it rests with 
the latter, for while each bank may 
name its rate of rediscount, the rate 
must, to be effective, have the approval 
of the Federal Reserve Board. 

Suppose, for example, the Federal 
Reserve Bank of Chicago, having knowl- 
edge of conditions in its surrounding 
territory, believes the rate should be 
advanced from 5 to 6 per cent. and so 
declares its belief; the Federal Reserve 
Board at Washington, a thousand miles 
distant, takes the opposite view, and the 
5 per cent. rate stands. 

It would be difficult to understand 
how the members of the Federal Reserve 
Board at Washington should know 
the situation better than those directly 
charged with the management of the 
Federal Reserve Bank of Chicago. 

There is, of course, something to be 
said on the other side. If the Federal 
Reserve Board is to cause the twelve 
Reserve banks to function as nearly as 
possible as a central bank, then it is 
essential that there be centralized con- 
trol. But this at once brings up the 
propriety, and even the possibility, of 
having a real central bank in a country 
of such vast extent and of such diversifi- 
cation of commerce, industry and finance 
as we have in the United States. The 
central banks of other countries afford 
no parallel to our situation. 

At any rate, the attempt to regulate 
the credit of the country from Wash- 
ington is breaking down, and the aboli- 
tion of the Federal Reserve Board is not 
an impossibility of the near future. It 


is generally considered that when the 
abolition of one thing is proposed, a 
better must be suggested to take its 
place. But this does not apply if the 
thing discarded is useless. If, however, 
a controlling authority is to be exercised 
over the Federal Reserve banks, it 
should be exercised by selected officials 
of the banks themselves, not by a politi- 
cal board at Washington. 


PROPOSED BANK OF INTERNA- 
TIONAL SETTLEMENTS 


UBLICITY has been given to the 
plan devised by the committee of 
experts of the Paris conference for 
setting up a Bank of International 
Settlements. While the proposed insti- 
tution is to be created primarily for 
handling annuities on account of German 
reparations, its secondary functions are 
those which will excite the greatest in- 
terest. These include the use of credit 
facilities so as to stabilize international 
finance and the stimulation of world 
trade. Thus the new institution would 
virtually become a world bank, and one 
of its purposes would be to extend credit 
to the existing central banks. The capi- 
tal is to be the equivalent of $100,000,- 
000, the subscriptions being guaranteed 
by the central banks. It is provided that 
the functions of the central bank in this 
country shall be performed by the 
Governor of the Federal Reserve Bank 
of New York. As objection to this 
provision has been raised: by, the Ameri- 
can Government, the acceptance of the 
duties indicated by the Governor of 
the Federal Reserve Bank of New York 
has been made optional, and a substitute 
for this official will probably have to be 
found if the scheme is put into effect. 
The plan evidently aims to extend the 
co-operation between the central banks 
of the world which has been a recent 
development of international finance. It 
would afford these institutions a better 
means of exercising such co-operation 
than now exist. Whether the time is 
yet ripe for such an advanced step, is 
another question. Attempts of our Fed- 
eral Reserve banks (more particularly 
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of the New York bank) to shape their 
policy with reference to the European 
situation have given rise to much criti- 
cism. This might be avoided by the 
creation of the proposed institution. 
That the large financial interests of other 
countries should be taken into considera- 
tion here is a fact too obvious in these 
days of close international relations to 
require elaboration. 


THE COST OF PROHIBITION 


OW that the controversy over 

N prohibition has reached the sta- 

tistical stage, it becomes a proper 

subject of consideration in a publication 
devoted to financial subjects. 

According to some figures recently 
put forth by the Association Against 
the Prohibition Amendment—the scien- 
tific impartiality of the statistics being 
indicated by the title—prohibition cost 
this country some $936,000,000 during 
the year 1928. .It is calculated that 
there was a loss of $850,000,000 in 
Federal revenue from liquor and of $50,- 
000,000 heretofore derived from the 
same source by states, counties and cities. 
Enforcement costs are put at $36,000,- 
000. The only offsetting item is $5,500,- 
000 collected in fines from offenders who 
violated the prohibitory law. No al- 
lowance whatever is made for savings 
to the people consequent upon the de- 
creased consumption of alcohol. The 
figures given are therefore valueless. 

There may be valid reasons for re- 
pealing the Eighteenth Amendment, but 
they are not to be found in the “loss of 
revenue” theoretically sustained by the 
abolition of the legalized traffic in in- 
toxicating liquors. In considering the 
net revenue derived from this source, 
due consideration would have to be 
given to the waste the traffic entailed. 
This would greatly reduce the apparent 
“revenue,” and would probably wipe 
it out altogether. 

If we are to discard prohibition it 
should be done frankly on the grounds 
that we wish to have the means for 
slaking our thirst legalized and the cost 
of our potations cut down, not upon 


the false cry of adding to the country’s 
revenues. The cost of prohibition may 
be high. The cost of the legalized liquor 
traffic is certainly much higher. 

There is, undoubtedly, much opposi- 
tion to the Prohibition Amendment, and 
of a reasonable character. Such opposi- 
tion will not be helped by the presenta- 
tion of lop-sided statistics, such as those 
mentioned above. Another thing, pro- 
hibition will be made generally popular 
once the American people understand 
the zeal which certain foreign countries 
are displaying in their efforts to break 
down the Eighteenth Amendment. 


AMERICAN FOREIGN INVEST- 
ING 


\ | SHE effects of the investment of 
American capital in British enter- 
prise recently formed the subject 

of an interesting article in the London 

Times. It is reprinted in full in follow- 

ing pages, and will well repay a careful 

reading. 

The fact that a country which has 
itself practiced foreign investing to such 
an extent as England has, should show 
concern because American capital is 
being invested in that country, is sur- 
prising to say the least. In making 
foreign investments this country is 
merely taking a leaf out of England's 
book. For many years the latter coun- 
try was a heavy investor in American 
enterprises, and that any evil conse- 
quences were implicit in such a course 
does not seem to have been much thought 
of on either side of the Atlantic. 

Some danger does exist in foreign in- 
vesting where the country whose securi- 
ties are bought defaults on its govern- 
ment obligations. But the era of forced 
collection of foreign debts is passing, or 
perhaps has completely disappeared. 
But no difficulty on the above score 
can arise through American investments 
in Great Britain, for that country does 
not default. 

The theory that a country is to be 
harmed by foreign investments rests 
upon the absurd idea that the people of 
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one country invest in the enterprises of 
another country for the purpose of crip- 
pling them. That they buy foreign in- 
dustries and then proceed to destroy 
them! 

Investors who buy foreign bonds or 
shares are animated by exactly the same 
motive that prompts the buying of do- 
mestic securities—the desire to make a 
profit by the transaction. 

An interesting sidelight is thrown on 
this subject by a report of a campaign 
speech made by Mr. Churchill, the 
Chancellor of the Exchequer, in the 
recent Parliamentary campaign in En- 
gland. The matter was thus reported 
by the London Times: 


“In reply to a question about the in- 
cursion of American capital into this 
country, Mr. Churchill said that on the 
whole he did not think the introduction 
of foreign capital in this island was a 
bad thing so long as it was carefully 
watched. The country, however, had 
to be very careful when Americans in- 
vested their capital here that they did 
not get us out of the scientific develop- 
ment of our industries or the foreign 
markets which those industries served. 
This subject was being very carefully 
watched by various branches of the 
public administration, who had been 
specially charged with that task. Broadly 
speaking, the investment of foreign capi- 
tal here was not a bad thing and tended 
to make new opportunities of work.” 


This reply was quite tactful. So 
much on the one hand, and so much on 
the other. 

It may be surmised that whether the 
investment of capital abroad be con- 
sidered detrimental or beneficial to the 
debtor countries, England will go on 
making such investments. As a matter 
of fact, the wise investment of capital 
abroad by England has been one of the 
treat factors in the economic progress 
of the world. If America learns to in- 
vest as wisely, the result will be in the 
same direction. 

Mr. Churchill need not worry about 
American investors in British enterprise 
trying to get his people out of the scien- 


tific development of their industries or 
the foreign markets those industries 
serve. The American investor may not 
be the wisest in the world, but his money 
sense is too greatly developed to permit 
him to invest in an enterprise, British 
or otherwise, for the purpose of wreck- 
ing it. 


DEFENSE OF STOCK EXCHANGE 
LOANS 


SPIRITED defense of loans on 
Av was made a short while 
ago in an address of E. H. H. 
Simmons, president of the New York 
Stock Exchange. Mr. Simmons was 
speaking at the annual banquet of the 
Chicago Stock Exchange. There were 
at least two points in his address worthy 
of special notice. He pointed out that 
in the deflationary period of 1919-21 
brokers’ loans were deflated to the ex- 
tent of over 60 per cent. without loss, 
thus putting such loans to the severest 
test, and fully establishing their safety. 
In this connection a statement made by 
a leading Chicago banker (now dead) 
may be pertinent. He was asked why 
his bank had so large a percentage of 
its credits placed in the call loan market. 
His reply was that by an experience ex- 
tending over more than thirty years, 
such loans had established their safety 
and liquidity beyond all others. This 
was not the opinion of a writer the- 
orizing about the iniquity of brokers’ 
loans, but represented the judgment of 
an eminent banker, derived from his 
own experience. Testimony to the same 
effect could be multiplied. 

But there was another point in the 
address of Mr. Simmons about which 
there will be less agreement. It is found 
in the following statement: 


“To hamper artificially the lending 
of money on stock collateral conse- 
quently decreases the liquidity of wealth 
and property throughout this and other 
countries. Any arbitrary curtailment 
of funds for stock loans inevitably acts 
as a curb on the progress of prosperity 
since it hinders business companies from 
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readily obtaining capital for their con- 
tinual development necessities. 

“Without the flexible reservoir of cap- 
ital credit provided by the stock mar- 
ket and stock loans, surplus capital credit 
would continually force its way into 
needless commodity and real estate deal- 
ings. 

“This would be attended by rising 
commodity prices, withholding from the 
market large traders, and by the develop- 
ment of the inventories and business 
inflation. It could end only in a crash. 
Such inflation of commodities and real 
estate would affect all business, all 
profits, wages and our entire national 
standard of living. 

“If stock loans were deflated today 
we would still be faced with the highly 
important problem of what to do with 
the additional funds thereby obtained. 
The example of 1919-20 should remind 


us of the great hazards entailed in pump- 
ing needless banking funds into com- 
modity inflation. 

“T have never heard any advocates 
cf deflating loans explain clearly just 
what to do with the funds obtained by 
this course of action. I believe that if 
clumsy, misguided attempts to deflate 
market loans are carried to their logical 
conclusion there would be great danger 
of inaugurating an era of commodity 
inflation which would present the gravest 
dangers to our business prosperity.” 


There is, of course, danger in this 
direction so long as the supply of credit 
for all purposes is abundant. Harden- 
ing rates for commercial loans and the 
state of the bond market support the 
view that Stock Exchange operations 
are taking an undue share of available 
credit. 


New York Community Trust’s Distri- 


butions 


HE volume of income distributed 

for philanthropic purposes through 

the New York Community Trust 
has risen sharply to new levels, with 
disbursements for the last six months 
exceeding by 50 per cent. the total for 
the whole of any previous year, accord: 
ing to a statement by Clarence H. Kel- 
sey, chairman of the trustees’ commit- 
tee. 

Appropriations approved since the be- 
ginning of 1929 have passed $90,000 
Payments in previous yearly periods 
were $61,501 in 1928, $56,637 in 1927, 
$34,014 in 1926 and $16,601 in 1927 


Increase 


Sums paid out in the first ten days 
of June totaled $30,071 and included 
$2733 to the charity organization so- 
ciety; $4100 to the United Hospital 
Fund; $6834 to the. Visiting Nurse 
Service of Henry Street Settlement; 
$2733 to the Association for Improving 
the Condition of the Poor, an] $13,668 
to the Salvation Army. 

Representatives of twenty-five banks 
and trust companies of New York, 
White Plains, Larchmont, Mount Ver- 
non and Yonkers, comprise the trustees’ 
committee of the Community Trust. 





Credit Deflation in a Business Boom 


Noted Economist Tells How Credit Structure Has Been Deflated 
During Period of Unprecedented Industrial Activity 


By Davin FrRipay 
Of A. G. Becker & Co. 


HE violence of the discussion over 
the banking situation during the 
last year has obscured the fact 
that we have been passing through a 
period of marked credit deflation in the 
last thirteen months. This statement 
will come as a surprise to those who 
read, as late as April, “that the condi- 
tion of credit with which we have to 
deal today is one of inflation can 
scarcely be denied.” The sentence just 
quoted is the more surprising in view 
of the fact that in its original setting 
it is followed by another to the effect 
that “The test of normalcy in the rate 
of credit expansion is the relationship 
which it bears to the rate of growth of 
industry and trade.” 

The bank credit outstanding at any 
time is represented by deposits. As a 
recent writer has succinctly put it, 
“When the bank credits a given cus- 
tomer’s account, bank credit comes into 
being.” The Federal Reserve Board 
issues weekly statements for reporting 
member banks in one hundred and one 
cities. These show that during the 
thirteen months which elapsed between 
May 2, 1928, and May 29, 1929, the 
net demand plus time deposits of those 
banks decreased $1,188,000,000. They 
are down almost to the point at which 
they stood in August, 1927, when the 
rediscount rates of most of the Fed- 
eral Reserve banks were lowered from 
4 per cent. to 34% per cent. They 
are actually $310,000,000 below the de- 
posits of these reporting member banks 
on June 15, 1927. Since the deposits 
outstanding are the basis upon which 
the reserve requirements of these banks 
are calculated, the latter have likewise 
declined. Their legal requirements 


were $192,000,000 less on May 29 of 
this year than they had been thirteen 
months before; and they are $122,000,- 
000 lower than on August 3, 1927. 
The following table gives deposits and 
the reserve carried with the Federal 
Reserve banks on the four dates men- 
tioned: 
Net Reserve 


Demand Plus_ with Federal 
Time Deposits Reserve Bank 
(000,000 omitted) 
$19,866 $1,810 
19,488 1,739 
20,744 1,809 
19,556 1,617 


Date 


June 15, 1927 
August 3, 1927 
May 2, 1928 
May 29, 1929 


INDUSTRIAL PRODUCTION UP 11 
CENT. 


PER 


As against these figures of credit 
outstanding, the index numbers of in- 
dustrial production compiled by the 
Federal Reserve Board show that the 
volume of output stood at 107 in Au- 
gust, 1927; at 109 throughout the 
spring of 1928; and at 120 in May of 
this current year. If “the test of 
normalcy in the rate of credit expan- 
sion is the relationship which it bears 
to the rate of growth of industry and 
trade,” then we are confronted, not 
with inflation, but with its exact op- 
posite—deflation. This has been true, 
both during the last thirteen months 
and during the last two years. Since 
the summer of 1927 there has been an 
increase in industrial production 
amounting to 11 per cent., while the 
credit outstanding has expanded less 
than 1 per cent. 

Of the above dates August 3, 1927, 
was chosen because it represents the 
situation at the time rediscount rates 
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were reduced from 4 to 3Y2 per cent. 
June 15, 1927, is included because it 
marks the highest point of credit ex- 
pansion reached before the business re- 
cession of 1927 set in; May 2, 1928, 
represents the highest point ever 
reached by net demand plus time de- 
posits. The May 29, 1929, figures are 
the latest available at the time of 
writing. 

If the test of credit expansion as 
compared with industrial production is 
applied over a longer period, the evi- 
dence is likewise against inflation. In 
the post-war deflation of 1920-21, all 
reporting member banks reached the 
low point for deposits in August, 1921, 
when they fell to $12,827,000,000. The 
index of production stood at 67. It 
may be noted in passing that this was 
likewise the average of production for 
the year 1921. Between that date and 
May, 1928, the high point of deposits, 
bank credit increased 62 per cent. and 
production 63 per cent. By May, 1929, 
bank credit outstanding was 53 per 
cent. higher than in August, 1921, 


while production stood 76 per cent. 
above the earlier level. 


AN IMPROPER MEASURE OF CREDIT 


How, then, does anyone arrive at 
the conclusion that the condition of 
credit today is one of inflation? It is 
based upon the assumption that the 
measure of credit outstanding is to be 
found in the loans and investment 
holdings of the banks, rather than in 
their deposits. The loans and the se- 
curities owned by the banks show no 
such decline in volume during the last 
thirteen months. They are down only 
$161,000,000. Instead of being lower 
than they were in August, 1927, they 
are $1,656,000,000 higher. Not only 
are these items taken as the measure of 
credit expansion, instead of deposits, 
but loans to brokers for the account of 
others are sometimes added to the bank 
loans. In this manner one arrives at 
a great expansion in bank credit out- 
standing during the last two years. 


This is an improper procedure with 
respect to both items. 

The Federal Reserve Act itself fur- 
nishes the most conclusive evidence 
that credit expansion is represented by 
deposits and not by loans and invest- 
ments. It requires every member bank 
to keep a legal reserve with the Fed- 
eral Reserve bank. This reserve is 
computed on its deposits, not on its 
loans. This reserve acts as a check 
upon the expansion of bank credit. 
Every member must carry it with its 
Reserve bank, and it receives no in- 
terest from the latter on these funds. 

During the last thirteen months the 
reserve deposits of the member banks 
have declined more than $150,000,000. 
This decline is a measure of the de- 
flation which has taken place. Some 
writers have been inclined to attribute 
it to a shift from demand deposits to 
time deposits. This is not the explana- 
tion, as time deposits have not expanded 
but have actually declined slightly dur- 
ing that period. The lower require- 
ments are due primarily to a shrinkage 
of over one billion dollars in net de- 
mand deposits. 


WHY DEPOSITS HAVE DECREASED 


The explanation for the fact that 
deposits have decreased over the last 
year, while loans and investments have 
remained almost stationary, is to be 
found: (1) in the increase in’ redis- 
counts; (2) in the increase of capital 
stock and surplus of the member banks; 
and (3) in the decline in bankers’ bal- 
ances. Let us take these up for dis- 
cussion seriatim. 

The increase in rediscounts at the 
Federal Reserve banks is clearly one 
of the ways of obtaining funds which 
may be loaned to customers. During 
the last thirteen months rediscounts 
have increased $231,000,000. But this 
does not mean that bank credit has ex- 
panded by a like amount. Further, it 
furnishes no evidence that the amount 
of Federal Reserve credit in use has 
grown. Reserve credit is measured by 
total bills and securities outstanding. 
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This includes not only rediscounts but 
acceptances and Government securities 
as well. 

As a matter of fact, the reserve 
credit employed by the system has de- 
clined $155,000,000 between ‘May 2, 
1928, and May 29, 1929. Whence, 
then, the increase in rediscounts? The 
answer is simply that the Federal Re- 
serve System chose to substitute redis- 
counted loans in its portfolio for Gov- 
ernment bonds and acceptances. As a 
consequence of this choice the Reserve 
banks decreased their holdings of the 
latter items by $386,000,000 and in- 
creased their rediscounts by $231,000,- 
000. This $231,000,000 of loans 
which have been rediscounted appears 
among the assets of the member banks. 
But they are not the property of those 
banks, nor is any part of the $988,- 
000,000 of bills discounted the prop- 
erty of the member banks. These bills 
belong to the twelve Federal Reserve 
banks which hold them, but in the 


statistics they are counted twice. 
A FICTITIOUS INFLATION 


Up to the end of the year 1921 the 
rediscounted loans were never in- 
cluded among the assets of the banks; 
they were not the property of those 
banks, and so it was not held proper 
by the legal advisers of the system to 
include them in the bank statement. 
There was always a note appended to 
the call report of the Federal Reserve 
Board showing the amount of such bills 
as a contingent liability. Beginning in 
1922 these loans were shown among the 
assets of the member bank, and an 
offsetting item for a corresponding 
amount was included in the liabilities. 
When, therefore, the Federal Reserve 
decides to substitute bills discounted in 
its portfolio for Government bonds and 
acceptances, and when this results in 
an increase in the total volume of such 
bills shown in the Federal Reserve 
statement, the transaction shows an 
increase in the total volume of loans 
by member banks without an actual in- 


crease in the total bank loans outstand- 
ing. Whenever the Federal Reserve 
banks shift their holdings from Gov- 
ernment securities to rediscounts they 
bring about a fictitious showing of in- 
flation in the credit structure. 

This statistical inflation of loans, 
which was created by the policy of 
the Federal Reserve banks, had, of 
course, no effect upon deposits. Be- 
cause of the double counting involved 
the growth in rediscounts prevented 
the shrinkage in loans and investments 
from showing fully in the accounts of 
the member banks. As it was they de- 
creased $161,000,000 in the thirteen 
months under discussion. Were it not 
for this duplication the shrinkage 
would have been larger. 

The second reason why deposits have 
fallen more rapidly than loans and in- 
vestments is to be found in the rapid 
increase in capital stock and surplus of 
member banks. When such an in- 
crease occurs it reduces deposits by a 
like amount. During the time between 


May 2, 1928, and May 29, 1929, this 
item increased $628,000,000 for the 


member banks of the system. The 
major portion of this increase occurred 
in the reporting member banks and re- 
duced their deposits accordingly. This 
operation exerts the same influence on 
bank credit as would a withdrawal of 
deposits for the purpose of buying in- 
vestments from the banks. 


FINAL REASON FOR DEFLATION 


The final reason is that the interior 
banks have withdrawn their balances 
from the Reserve cities and thus re- 
duced the net demand deposits. The 
interior banks carry these balances as 
a secondary reserve. When they are 
forced to deflate they draw these re- 
serve balances down. If the Reserve 
cities can meet the draft without put- 
ting the reserve situation in the finan- 
cial centers under strain it is a proof 
that the credit situation was sound. 
This has been proven during the last 
year. 

We have now deflated the credit 
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structure to the point where we are 
using $200,000,000 less reserve credit 
than a year ago; and the reserve ratio 
has increased from 70 per cent. to 75 
per cent. It is probably the first time 
in financial history that credit has actu- 
ally been deflated in the boom phase 


of the business cycle. Usually, that 
operation is left for the depression 
which follows the boom. This time it 
has been done in anticipation of busi- 
ness recession; and it should exert an 
important effect upon the future course 
of industry and finance. 


Public Financing to May 31 Increases Over 
Year 


Last 


EW public financing in the 
N United States during the five 

months to May 31, 1929, exclud- 
ing domestic and Canadian municipal 
and all real estate issues, aggregated 
approximately $2,874,874,000, which 
compares with $2,799,000,000 for the 
same period of 1928. 

The compilation includes stock issues 
as well as bonds and notes. Preferred 
stocks of a set par value were considered 
at par, while all no par stocks were 
calculated at public offering prices. The 
record was compiled from advertisements 
of syndicate offerings and the head of 
the syndicate was assumed to be the firm 
appearing in the leading position in the 
advertisement. 


As syndicate head 
ipketto tenga taler area Sin evergtere $246,612 


Harris, Forbes & Co. 
National City Co. 


Be ee IIE I, ono dcc ocr ccereeiwrsre-eisiero'ers 124,784 


Bancamerica-Blair Corp. 
Chase Securities Corp. 
Dillon, Read & Co. 

Lee, Higginson & Co. 
Lehman Bros. 

Halsey, Stuart & Co., 
Guaranty Co. of N. Y. 
Otis & Co. 


Rg ee eer ee 


Bonbright & Co., Inc. 

Field, Glore & Co. 

Kuhn, Loeb & Co. 

H. M. Byllesby & Co. 
Hayden, Stone & Co. 
Hornblower & Weeks 
Wood, Gundy & Co. 

G. L. Ohrstrom & Co., ; 
Bond & Goodwin & Tucker, Inc. 
Brown Bros. & Co. 

A. G. Becker & Co. 

Paine, Webber & Co. 
Samuel Ungerleider & Co. 


Harris, Forbes & Co. headed syndi- 
cates aggregating $246,612,000 and led 
all other houses in this respect. The Na- 
tional City Company, while ranking 
second as the head of syndicates totaling 
$147,184,000, occupies first place in the 
total of offerings as syndicate head or 
participant with $438,468,000. J. P. 
Morgan & Co. was third at the head 
of five syndicates totaling $124,784,000. 

The following table, compiled under 
the supervision of Otto P. Schwarzs- 
child, editor of American Underwriting 
Houses and Their Issues, New York 
City, shows the activities of the more 
prominent investment houses during the 
first five months of this year. 


(Last three figures omitted) 
As participant 
$157,500 
291,284 


Total 


$404,112 
438,468 
124,784 
256,450 
195,750 
218,986 
270,739 
139,732 
277,202 
251,284 
91,734 
55,743 
133,885 
129,725 
100,361 
120,700 
231,876 
48,615 
110,900 
30,180 
179,445 
209,141 
92,120 
44,674 
27,492 


147,184 


131,700 
101,750 
129,000 
183,500 

60,000 
199,800 
182,284 


149,885 
180,931 
64,223 
17,200 
1,200 





Investment Trusts: Whither Bound? 


How British Investment Trust Experience Can Help American 
Investors and Investment Trust Managers in Meeting 
Present and Future Problems 


By ARTHUR WINSTON 


OW that the investment trust 
movement has taken America by 
storm and has reached a total 

capitalization exceeding $1,750,000,000, 
perhaps it is not amiss to consider the 
entire investment trust movement as a 
whole. “Nothing succeeds like success,” 
and too many investors may mistake the 
mushroom growth of investment trusts 
for proof positive that the entire move- 
ment is wholesome. Too many investors 
may fail to remember that American 
investment trusts have not yet been 
proven. While the best test of an in- 
vestment trust is its accomplishment 
over a period of years, 95 per cent. of 
our American trusts have not yet seen 
their fifth birthday. Certainly they need 
careful study and investigation. 

Investment trusts are an old device to 
give an investor greater safety and more 
profit than he could obtain for himself 
by his own efforts. They were originated 
and developed in Great Britain, the first 
trusts being formed in 1863, when 
Britain was the world’s leading creditor 
nation. Money was plentiful—but in- 
vestments were scarce. The first invest- 
ment trust was formed to pool together 
the funds of several canny Scotchmen, 
and was invested in a diversified list 
of twenty American securities. The 
principle involved was that these securi- 
ties yielded much more than similar 
British securities, and were true invest- 
ments not yet subject to a scarcity factor 
in addition to a risk factor. It was 
something like that which obtains today 
in our own stock market, where the 
scarcity factor is almost more important 
than the earnings factor. 

Since 1863, British trusts have had 
many experiences. Many types of in- 
vestment trusts have seen the light of 


day and many theories regarding them 
have been tested, then adopted or dis- 
carded. Mistakes have reaped their 
penalties. Panics and wars have molded 
them and the best—those economically 
sound—are with us today. Their expe- 
rience is golden, for economics never 
changes and the works of its laws are 
inevitable. 

That point is emphatic. The tests of 
wars, of panics, of financial, political 
and social changes have taught many 
lessons and have evolved a type of in- 
vestment trust which has proven its sta- 
bility and safety. American investment 
trusts, may, in spite of their originality, 
or perhaps because of it, prove superior 
to their British cousins. But Britain has 
finally evolved one form of trust, the 
general management type. America is 
still experimenting with five or more 
types. They may all succeed, but the 
investor must keep in mind that careful 
investigation and constant vigilance are 
necessary when buying an investment 
trust security which has not yet borne 
the test of time, or at least benefited by 
the experience of its predecessors. 

Certainly in regard to investment 
trusts we in America are fortunate in 
having available for us the long and 
sometimes very illuminating and pain- 
ful British experience with them over 
the last fifty years. Certain character- 
istics have been evolved in British trusts, 
and the investor and investment banker 
should keep these in mind. They can 
be considered yardsticks by which in- 
vestment trusts can be measured and the 
balance of this article will be devoted 
to such characteristics, as well as how 
and why they have developed. 

The very favorable conditions under 
which most of the early British trusts 
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started, as well as the lack of experience 
in administering them under less pro 
pitiovs conditions, permitted many 
dangerous practices to creep in at the 
outset. The desire for big returns to 
their promoters led to investment in 
unduly risky issues. In some cases the 
trusts were used by London issue houses 
as ready warehouses for their unsuccess- 
ful and unmarketable underwritings. 

A tendency also arose for old con- 
servative trusts to promote highly specu- 
lative and, as events showed, largely 
worthless subsidiary trusts. For example, 
at one time in this early stage, eleven 
large trusts had developed seventy-one 
subsidiary trusts. 


MANAGEMENT PREDOMINANT FACTOR 


Management is the predominant fea- 
ture of any investment trust. Even 
g.ven all advantages, a poor management 
spells failure. There are few men man- 


aging British trusts who have not had 
many years of investing experience. 


They have served long periods of 
apprenticeship. Few directors of British 
trusts are merely scenery or adver- 
tisements. They are men who have con- 
tacts and connections which make their 
opinions and recommendations valuable. 
Many of them are directors in other 
trusts, one example of which is Sir M. 
W. Mattinson, K. C., who is a director 
in twelve investment trusts, besides his 
other financial associations. Of approxi- 
mately 400 men in Great Britain who 
are investment trust directors, 320 are 
directors in five or more trusts, 130 in 
two or more, while 270 are directors in 
only one trust. 

The value of these inter-connections 
is readily apparent, since the experience 
of one trust becomes the experience of 
many. Another help to efficient man- 
agement is the British Trusts Association 
which was formed in 1896 for the pur- 
pose of exchanging helpful information 
and the establishment of uniform prac- 
tices among its now 125 member trusts. 

Investment banker management is a 
problem which is distinctly American. 
While British trusts participate in new 
security underwritings, they keep in 


mind that their economic duty lies in 
serving the investor. Serving two 
masters is impossible—especially two 
competitors. In 1891, when panic struck 
Great Britain, the banker-controlled 
trusts went under first, and many trusts 
scaled down their capital, and many dis- 
appeared altogether. The portfolios of 
some trusts depreciated as much as 75 
per cent., and the fallacy that the invest- 
ment banker could manage the invest- 
ments of a trust was exploded. 


GENERAL MANAGEMENT TYPE OF TRUST 
SUCCESSFUL 


With our many experiments in fixed 
type, semi-fixed type, and general man- 
agement type of trusts (as well as 
others), it is well to remember that 
many hybrids were created, developed 
and finally discarded in England and 
Scotland long ago. Trusts where the 
underlying collateral is practically un- 
changeable were thrown into the dis- 
card in Great Britain many years ago. 
For a time they flourished and met what 
seemed to be an economic need, but 
gradually they have disappeared. To- 
day 95 per cent. of all British trusts are 
of the true general management type. 

This is because it was found that no 
matter how much care was taken in the 
original selection of the portfolio, the 
fixed type of trust did not earn as much, 
over a period, as the general manage- 
ment type. Good investment manage- 
ment knows that there are times to buy 
bonds and times to buy stocks. There 
are also times to sell them. Selection 
and diversification are only half the 
problem. The other half—management 
and vigilance—is what reaps profits. 
The classic example of the American 
fixed-type trust which still owns Ameri- 
can Woolen common stock shows what 
is meant. 

There is no question that good man- 
agement brings good results, especially 
when given unlimited powers, and years 
of testing have proven this. The English 
and Scotch are very logical in this 
matter. They realize that there is little 
use in employing expert financial ad- 
visers and then imposing such restric- 
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NUMBER oF TRUSTS 




















Growth of British and American investment trusts in the last sixty-nine years. 


tions that they are handicapped. The 
management of British trusts is given 
almost complete discretion in making 
and changing investments. 


FINANCIAL STRUCTURE PLAYS PART 


A pertinent question, and one often 
brought up, is why American invest- 


English 
£31,121,894 ne 
20,138,075 28 
19,903,215 28 


Debenture bonds 
Preference stocks 
Ordinary (common) stock .... 


£71,163,184 100 


ment trusts’ preferred stocks and bonds 
pay, as a rule, such high dividends and 
interest rates. Of course, this is mainly 
a question of safety. The great strength 


of the British trusts lies in their financial 
structure, which is such that their bonds 
and preferred stocks have an equity be- 
hind them precluding any element of 
risk. The following figures represent 
the total capitalization on January 1, 
1928, of thirty representative English 
and twenty-four Scottish trusts: 


Scottish Per cent. 
£22,506,671 49 
14,102,034 31 
9,041,356 20 


Per cent. 


£45,650,061 100 


The ratio of the English trust set-up 
is about two for bonds to one of pre- 
ferred and one of common. For Scottish 
trusts it is about 3-2-1. Since Scottish 
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investment trust results have been uni- 
formly better than those of English 
trusts, perhaps the 3-2-1 ratio is part of 
the reason. 

Thus the debenture bonds have behind 
them not only the $100 of their own 
face value, but also $66 of preferred 
stock money and $33 of common stock 
money. This means safety, for each 
$100 bond has $200 of equity behind it, 
and each $100 of preferred stock has 
$150 of equity behind it. In America 
the average ratio would be something 
like 10-2-1/8, which simply means that 
the public puts up the money while the 
management (the one-eighth) takes the 
profits. This explains why the average 
British trust bond bears a 44% per cent. 
coupon and the average preference stock 
pays 5 per cent., and neither bond nor 
preferred stock needs any convertible, 
warrant bearing, or participating fea- 
tures to help sell it. 

The British capital structure makes it 
easier to earn all interest and dividend 
charges, for the larger the equity, the 
more margin is available by which prior 
charges can be earned. For example, 
$100 of 4% per cent. bonds, $66 of 5 
per cent. preferred stock, and $33 of 
common stock need $7.55 annually for 
the interest and preferred dividend 
charges. To earn $7.55 on $200 of capi- 
tal needs earnings of only 3.77 per 
cent. Conversely, the smaller the 
common equity, the larger the earning 
rate must be. 

Trick set-ups are practically unknown 
among British trusts. There are practi- 
cally no A or B common shares, no 
bonus or founders’ shares, no second 
preferred stocks carrying free common 
shares. In short, there are none of our 
familiar American devices for giving the 
management or underwriter an espe- 
cially large return at the expense and 
risk of the bondholders and preferred 
stockholders. The management’s com- 
pensation lies in investing in the common 
stock and, by providing a fair equity to 
the senior capital, to profit by earnings 
over and above the cost of the senior 


capital. The early days of the British 
trusts proved that where the manage- 
ment can obtain 75 per cent. of the 
earnings with little or no investment, 
that speculative excesses creep in, which, 
sooner or later, spell failure, at least to 
the outside investor. Today only nine 
British trusts remain which have any 
founders’ shares outstanding. 


HOW THEY INVEST 


Viscount St. Davids, at a trust meet- 
ing in London in 1925, was asked why 
investment trusts had been so success- 
ful for the last sixty years. His answer 
was: “Now, why are they successful? 
Well, I should say, because, first of all, 
the investor in any one of these com- 
panies does not run any one overwhelm- 
ing risk. . . . Secondly, their invest- 
ments are spread about in a great num- 
ber of different countries; and, thirdly, 
the money is put into investments of 
very many different kinds. . . . Then 
I should say that another reason is that 
the investments are made by men who 
have learned the investment busi- 
a eee 

The stress has thus been placed on 
diversification, and by no means over- 
emphasized. The average British trust 
owns over 400 different securities. The 
smallest number owned by one trust is 
152, while the largest is 944. The fol- 
lowing tables of the Industrial & General 
Trust are indicative of the average, al- 
though the fact that this trust specializes 
in industrial securities should be con- 
sidered. 

1. The distribution among different 
classes of investments was: 


Industrial : 

American and foreign railways .... 

Banks and financial 

Government securities and 
ipal loans 

Miscellaneous 


raunic- 


2. The classification according to lo- 
calities was: 
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Dividends and valuation range of the Metropolitan Trust Company, Ltd., for the 
last twenty-eight years. 


Per cent. 
Great Britain 
Dominions 
South America 
United States 
Continental: Burope « .6:6666655 
Asia and Africa 
_ Mexico and Central America 


3. The types of securities owned 
were: 
Per cent. 


Preferred stocks 
Common stocks 


The number of different investments 
was 941, and the average investment in 


each was about one-tenth of 1 per cent. 
of the entire fund. 

During 1886-90 many investment 
bankers in England started investment 
trusts for the purpose of selling them 
any unsold securities left on the bankers’ 
shelves. The idea was to sell to the 
public investment trust securities, and 
with the proceeds to purchase securities 
that the bankers could not otherwise 
sell. The bankers, in many cases, were 
honest, and merely adapted this as a 
selling method. But abuses could not 
help creeping in and, when the Baring 
Crisis came, many of these securities 
could not be disposed of by the trusts 
at any price. Times of stress brought 
defaults and the passing of dividends, 
and many of the trusts became bank- 





SSS 


16 THE BANKERS MAGAZINE 


rupt or were reorganized. Of course, 
participating in new issues did not in 
itself cause all this. Lack of proper 
diligence in the selection of investments 
by poor or greedy banker management 
was the real cause. 


PUBLICITY 


It has been the custom for years for 
the best British trusts to make public 
certain facts and figures regarding their 
investment position. The only notable 
exception to this policy is that of the 
Fleming group of trusts, who claim it 
better not to make their market position 
public. Certainly one fact stands out, 
which is that the investor is entitled to 
know where his money has been invested. 

The London Economist of June 1, 
1895, presented two tables showing the 
net change from the low points reached 
by British investment trust stocks in 
1893. The shares of those companies 
which published their holdings appreci- 
ated 13'% per cent., while the shares 
of those that did not advanced only 7 
per cent. “On the average, therefore,” 
says the Economist, “the securities of the 
trusts which give publicity to their hold- 
ings have risen nearly double as much 
as those which prefer to hide their lights, 
and the fact, as far as it goes, tends to 
show that in their choice of trust stocks, 
investors are using a certain amount of 
discrimination and it is to be hoped that 
they will be even more circumspect in 
the future.” 

It seems only fair, in view of the wide 
powers given to investment trust man- 
agers, that they advise the investor just 
what has been done with his money. 


EARNINGS 


The practice of British trusts is to 
write down the cost of depreciated in- 
vestments, but not to consider un- 
realized profits as earnings. This has 
led to huge “hidden” reserves which 
offer a bulwark against any unforeseen 
declines in the securities market. 

Earnings therefore consist mainly of 
two major items: one, dividends and 


interest from securities owned, and two, 
profits realized from sales of securities. 
The average annual earnings of one of 
the prominent British trusts, based upon 
cost, for the last ten years was 8.68 per 
cent. 


From interest Market profits 

and dividends realized 
(per cent.) (per cent.) 

1.35 

1.10 

1.35 

.20 

Ph ip | 

63 

.02 

3.24 

1.13 

78 


Average.. 7.69 99 


This trust is above the average, for, as 
shown by the following table, a six- 
year average of twenty-five English trusts 
showed earnings on invested capital of 
6.27 per cent., and those of twenty-three 
Scottish trusts 6.23 per cent. 


25 Largest 23 Largest 
English trusts Scottish trusts 
(per cent.) (per cent.) 


5.23 
py | 
6.30 
6.62 
6.71 


Average.. 6.27 6.23 


EXPENSES 


In the matter of expenses, the En- 
glish and Scottish trusts have a much 
better record than our American trusts. 
A six-year average of forty-eight of the 
largest trusts shows that expenses have 
amounted to only 41/100ths of 1 per 
cent. annually. Part of this economy 
may be traced to the fact that quite a 
few trusts have a common office where 
all details and records are kept. Lower 
underwriting costs are also a contribut- 
ing factor, for because of the British 
methods of distributing securities, sell- 
ing costs are much lower. 
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ACCUMULATION OF SURPLUSES 


Another lesson bitterly learned by in- 
vestment trusts is that a substantial 
surplus is an absolute necessity. Only a 
portion of earnings is therefore paid out 
as dividends and the balance kept as a 
reserve. From the following figures it 
will be seen that approximately one-third 


of earnings is being paid out as divi- 
dends. 


25 Largest English Investment Trusts 


Percent. Percent. (of 
paidon common stock) 
common stock to surplus 
3.23 
4.40 
ce 
3.09 
2.79 
3.18 


25 Largest Scottish Trusts 


Percent. Percent. (of 
paidon common stock) 
common stock to surplus 

1.88 
2.84 
4.40 
4.53 
4.89 
4.79 


These figures do not include realized 
profits which, in the case of many trusts, 


the reserves on December 31, 1927, 
amounted to 52.83 per cent. of the 
ordinary stock, and in the case of the 
Scottish trusts to 107.05 per cent. One 
can judge what effect such reserves have 
on earnings. 

To be specific, these reserves mean 
that in times of rapidly depreciating se- 
curity prices, dividends are not omitted. 
On page 15, the dividends and valuation 
range for the last twenty-eight years of 
the Metropolitan Trust Company, Ltd., 
are plotted. It can be seen at a glance 
that the ups and downs in the security 
markets—which are always with us— 
can come and go and yet have no effect 
upon dividends. In 1920, in spite of a 


depreciation on book cost of about 7 
per cent., and in 1921 of another 4 per 
cent., this company was able to raise its 
dividend rate 1 per cent. 


NOT ALWAYS SMOOTH SAILING 


A concrete example of how a crisis 
can affect poor investment trust securi- 
ties is seen in the following tabulation 
published by the London Economist in 
May, 1891, with the statement, “We 
have here included the best known 
among these undertakings, and there are 
many of the later formed trusts which 
would make a worse comparison.” 


Trust Company Ordinary or Deferred Stocks 


Alliance Investment Trust 

Bankers Investment Trust 

Consolidated Trust 

General & Commercial Investment Trust 
Colonial Securities Trust 

Government Stock Trust 

Investment Trust Corporation 

River Plate Trust, Loan and Agency 
South African Gold Trust 


Trustees Executors and Securities Insurance Corp...182% 
U. S. and South American Investment Trust .... 


is an enormous figure and is part of the 
reason why good British investment 
trust common stocks are exceedingly 
scarce and sought for. The setting aside 
of these earnings as reserves has proven 
very valuable in hard times. In the 
case of these twenty-five English trusts, 


April 1891 
per cent. 


April 1890 
per cent. 
109 

111% 


Movement 
—34 
—27% 
100 —20 
102 —32 
90 —35 
111 —36 
143 —23 
287 —109 
300 —200 
225 —42y4 
79 104 —25 


Surely here is a bit from history which 
may some day be duplicated in Ameri- 
can investment trusts unless experience 
and wisdom are heeded and the same 
mistakes not repeated. Our American 
temperament today is quite like that of 
the old British trusts which showed up 
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so poorly. Many of the founders of our 
American investment trusts seem to 
want to make their fortunes at the start. 
The best British trust companies grew 
slowly, without expensive and wide- 
spread advertising and without the fea- 
tures that marked the poorer trusts. 

Long before 1914, however, the expe- 
rience gained from past mistakes and 
misfortune began to tell. The world 
war proved the inherent strength of 
the investment trust companies. Some 
of the British trusts have now been 
operating for over sixty years. They 
have weathered such storms as the panic 
of 1907, the world war, and the eco- 
nomic debacle of 1920-21. It can safely 
be said that they have justified their 
existence. 

The common stocks of the older 
British trusts, or those affiliated with 
them, are extremely desirable invest- 
ments. Although not readily procur- 
able, they are eagerly sought for and 
standing orders are always on file for 


their purchase with investment dealers. 
The average rate of return on the 
Scottish trust common stocks on Janu- 
ary 1, 1928, was only 4.39 per cent., 
while that of the English trusts was only 
5.12 per cent. They have been ex- 
tremely profitable investments for their 
owners. 

Let our American investors, as well 
as those who seek to guide them, be they 
investment trust managers or investment 
bankers, profit by these experiences. The 
paths which the British investment trusts 
trod are so like those of our own trusts 
that these lessons can well be taken 
seriously. 

The future will inevitably witness the 
creation of more and more investment 
trusts in the United States. May their 
paths be smoothed for them by the half- 
century and more of British investment 
trust experience and may they help 
America, in her new role of creditor 
nation, assume and maintain a foremost 
financial place among nations. 


Municipal Indebtedness on the Increase 


HAT the trend of municipal in- 

debtedness is still upward is re- 

vealed by an analysis of the bonded 

debt of 241 cities, made annually by 

C. E. Rightor, chief accountant of the 

Detroit Bureau of Governmental Re- 
search, Inc. 

Mr. Rightor’s statistics, as of June 1, 
1929, were published in the June issue 
of the National Municipal Review. 

“The report from year to year, upon 
the trend of municipal debt, results only 
in a repetition of the finding that it is 
definitely upward,” Mr. Rightor de- 
clares. “Comparison of the 1929 figures 
herewith with those of one year ago 
shows a gradual increase. Of ten com- 
parable cities in group I (excluding New 
York, Los Angeles, Washington and 
Pittsburgh), the increase in total gross 
debt was $146,010,928, or a per capita 
increase of $12.40. Of the ten cities, 
nine had an increase, and Cleveland 
alone, a reduction. Los Angeles is 
omitted from the comparison because of 


the different method followed this year 
in reporting the city’s pcrtion of the 
county school and flood prevention 
debt.” 

That municipal indebtedness increases 
with population as well as time is also 
shown by Mr. Rightor’s analysis. 

“The weighted average of the per 
capita net non-self-supporting debt for 
the census group I cities is $103.37, and 
exclusive of New York, $97.08. For 
the other census groups the weighted 
average is, group II, $87.45; group III, 
$78.10; group IV, $69; and group V, 
$57.78. For the Canadian cities, this 
average is $116.10 which compares with 
$130.60 in 1928. 

“This is verified in the Census 
Bureau’s ‘Financial Statistics of Cities, 
1926,’ which reports a range in net debt 
from an average of $70.13 for group 
V cities to $154.20 for the group J 
cities, self-supporting debt not being 
deducted.” 














Checking-Up on Profit and Loss 


Practical Discussion of Operations Which Exercise Major Influences 


on the Profits and Losses of Banks 


By Craic B. HAZzLEwoop 


President American Bankers Association and vice-president 
First National Bank, Chicago 


HERE aare still bankers who ap- 
proach the end of the fiscal year 


merely hoping that the institution 
will show a profit. But there are certain 
operations which exercise all the major 
influences in the direction of profit or 
loss. These influences are easily charted 
and checked month by month. 

The first chart should show the trend 
of gross income and total expense plus 
losses. These may be charted side by 
side on the same sheet. Then the differ- 
ence between the two lines represents 
the margin of profit. This margin 
should increase, or at least remain con- 
stant. The truth of the matter is that 
in a number of states gross earnings have 
increased 215 per cent., while expenses 
have increased 360 per cent. The ex- 
pense line has been climbing 66 per cent. 
faster than the gross income; and if it 
continues at this rate in any institution, 
it will bring the bank into the red. Good 
management should have this factor be- 
fore it every day in the year in order 
that the expense line may be kept down 
and the earnings line may mount. 

In addition to this general chart, it 
is well to chart the trend of each of 
the more important income and expense 
items. If, for example, the salary item 
or interest paid item is climbing faster 
than the total income, the management 
problem involved is apparent. If some 
expense item has tripled during a period 
when other items have only doubled, 
the first item is probably out of line. 
Every change in grade calls for investi- 
gation and explanation. 

In an analysis covering a number of 
communities 34 per cent. of the accounts 


From an address delivered before the South 
Dakota Bankers Association. 





averaged $7.08 apiece, 49 per cent. ave- 
raged $14.82; 75 per cent. averaged $41. 
Three-fourths of the accounts were be- 
low $50. Take 500 accounts with an 
average balance of $25, set up a reserve 
of 15 per cent., and at 6 per cent. the 
bank will make only $638 on the loan- 
able balance. One need not go into 
higher mathematics to know how far 
$638 will go in serving 500 accounts. 
The bank must provide part of the time 
of a teller, the total time of a book- 
keeper, checks, statements, books, de- 
preciation of bookkeeping machinery, 
rent, light, taxes, advertising, overhead, 
and officers’ salaries. Those who have 
figured costs carefully estimate that these 
accounts will reveal a net loss of $6 
apiece per year. 


THE QUESTION OF QUALITY BUSINESS 


Obviously, a bank with a large num- 
ber of small, unprofitable accounts has 
not put adequate thought upon the 
question of quality business. It has 
penalized itself with inferior accounts. 
It has supplied facilities to customers 
who have no economic right to enjoy 
such a luxury, and it should have no 
difficulty in convincing such customers 
that a service charge is fair. 

Nor is this matter a trivial one. I 
know of cases where banks have earned 
from 2 to 19 per cent. on their capital 
by recourse to the service charge alone. 
One thousand dollars in service charges 
collected annually is the equivalent of 
putting $66,000 in new business on the 
books of the bank at a net profit of 1Y2 
per cent.; $6000 in service charges an- 
nually is the equivalent of adding $400,- 
000 in new business and netting 1'4y per 
cent. thereon. 
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There are two phases to the service 
charge—the flat charge for accounts be- 
low the minimum, and the_ additional 
charge for exceptional activity in an 
account. The flat charge, for example, 
may apply to all accounts below $100 
which draw fifteen checks or more each 
month. But let us not forget to analyze 
our large accounts with large balances 
and with exceptional activity. I have 
in mind a depositor who carried $66,- 
000. His average daily float, however, 
was $50,000 and, while no interest was 
paid, the bank was actually losing 
$15.96 each month. The loss was due 
to the handling of 789 checks drawn 
each month at a cost of 3% cents each, 
and 2024 checks deposited at a cost to 
the bank of 13% cents each; in addition, 
there was administration and credit cost. 
An activity charge should have been 
placed on that account. In the State 
of South Dakota excellent progress has 
been made in installing the service 
charges. 

Another phase of profits concerns in- 
sufficient funds checks, which, in fact, 
are involuntary loans without interest. 
It is fair to say, I believe, that 95 per 
cent. of such checks are without suf- 
ficient funds when written. In one 
town with five banks, an average of 
1500 such checks had to be returned 
each month. The introduction of a 
service charge on these checks reduced 
the number of returns materially. Such 
a charge, ranging from 25 to 50 cents 
per check, will add to income and will 
assist materially in eliminating over- 


drafts. 


THE FLOAT CHARGE 


One of the increasing sources of profit 
in many banks today is the float charge 
—that is, an interest charge placed upon 
checks deposited but not yet collected by 
the bank. Another method of adding 
materially to profits is the reduction of 
interest paid. An analysis of interest 
paid, as compared with interest and 
discount received, in a number of South 
Dakota banks, shows that in 1924 47 
per cent. of interest received was being 
paid out in interest. But the figure has 


been gradually reduced until today it 
stands at 38.3 per. cent.—only slightly 
above 1921. 

Too many bankers, afraid of competi- 
tion-and of the possible loss of accounts, 
have continued to pay interest far out 
of proportion to the interest income re- 
ceived. One bank in the Northwest, by 
the introduction of service charges and 
float charges, and by paying 3 per cent. 
instead of 4 per cent. on savings ac- 
counts, has added $8000 a year to its 
net profits—16 per cent. on its capital 
of $50,000. 

In another case a banker in a small 
community has built the largest institu- 
tion in that section without payment of 
any interest on time deposits. There 
are many other cases where bankers, con- 
sulting their courage, have reduced. in- 
terest rates in a sound and fair manner, 
regardless of competition, and with en- 
tire success. I have often thought it 


might be a good policy if banks would 


co-operate not to pay interest on savings 
accounts below a certain amount— 
accounts that were clearly unprofitable 
to the bank. Someone has estimated 
that almost half the savings accounts 
are carried at a loss. Why should banks 
carry one-half or more of their savings 
and checking accounts at a loss to their 
stockholders? Is the proverbial argu- 
ment that the account may later show 
a profit really adequate? 

Methods of figuring savings interest 
might profitably be reconsidered by 
many banks. This is a subject on which 
I have touched before. The Savings 
Bank Division of the American Bankers 
Association has developed several stand- 
ard methods which it considers fair both 
to the bank and to the customer and to 
which I commend your attention. 


HOW ONE BANK SAVED $31,200 


A bank in Ohio decided that it was 
paying too much interest for public 
funds and reduced the rate from 4.75 
per cent. to 2 per cent. The saving on 
this item was $13,200 a year. Then the 
bank raised the free balance from $500, 
and announced that it would no longer 
pay interest on any checking account 
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having less than $5000. This change 
netted $12,000 a year. It then fixed-a 
service charge, which nets $6000 a year. 
These three items return almost 8 per 
cent. on the bank’s capital of $400,000. 

There are other charges which may 
well be considered, such as those made 
for cashier's checks and drafts. Once 
the banker has tabulated his income and 
expense items, he will acquire an open 
and questioning mind which will reveal 
unexpected opportunities for increased 
efficiency and income. 

I have already referred to the losses 
which may be incurred in the bank’s 
loans. It is sound policy to be generous 
in charge-offs, as the recovery will na- 
turally be large and net losses will be 
spread out evenly over a period of years. 
Some banks are charting their total losses 
on loans and discounts in order to indi- 
cate where and why such losses have 
occurred. 


There is always a tendency to push- 


up profits by placing more of the bank’s 
funds in local loans than is sound prac- 
tice. In one bank, A, 80 per cent. of 
the funds were placed in local loans and 
8 per cent. in securities, in another bank, 
B, 56 per cent. of the funds were placed 
in local loans and 30 per cent. in securi- 
ties. Bank A, which had sought greater 
profits along the hazardous route, by 
having too large a proportion of local 
loans, earned $81 per $1000 of earning 
assets as compared with $72 for the 
other institution; however, after deduct- 
ing losses and expenses, Bank A earned 
a net operating profit of only $23, as 
against $28 for the conservatively oper- 
ated institution. 

This illustrates what I meant when I 
referred to the problem of balance. To 
become overbalanced in the direction of 
local loans at high interest penalizes the 
institution in expenses and losses. Profits 
are after all the final test. 

The normal activity for savings trans- 
actions—that is, deposits and with- 
drawals—is about thirty transactions per 
month for 100 accounts. Higher sav- 
ings balances mean decreased activity, 
lower clerical cost, lower expense, and 
improved net profits. The salary cost 


of handling a savings transaction in a 
recent analysis varied from 6.6 cents to 
27.5 cents.. Savings bankers who believe 
that we should accept any and all ac- 
counts will find some food for thought 
in that expense item. 

The same principle of activity and 
costs holds true in the commercial de- 
partment, where small balances with 
great activity mean increased expense. 
The number of transactions per $10,000 
of commercial department balances varies 
all the way from five to eighty-seven per 
month. Here again is an urge in the 
direction of quality. 


_ THE ITEM OF SALARY COST 


Another of the important expense 
items is salary cost. In many depart- 
ments, it is possible to measure work 
quite accurately. Somz2 savings em: 
ployes handle as few as 644 transactions 
a month, or less than four per hour, 
while others handle as high as 2100 
deposits or withdrawals. Yet low salary 
cost per employe—that is, cut salaries— 
is not the way to reduce such expenses. 
Banks paying better than the average 
salaries secure the highest efficiency and 
the lowest cost. 

As a means of carrying out such 
policies as these and of realizing the 
benefits of sound management, the ulti- 
mate requirement is good organization. 
The bank of the future will organize its 
staff on scientific lines. No responsi- 
bility should be blanketed, but every line 
of authority will run clear cut from top 
to bottom and bottom to top. It is well 
to chart the place and responsibilities 
of every employe and every officer. 

Someone may say that this is a very 
pretentious mental picture of the bank 
of the future. I don’t think so. I think 
that it is an entirely feasible picture— 
and I think so because I know of many 
banks which already measure well up 
to these standards. One medium sized 
bank in the Middle West failed to earn 
its 8 per cent. dividends in 1925. In 
two years, capable management, follow- 
ing the policies we have tried to 
visualize, increased the profits so that in 
1927 it paid 12 per cent. and added an 
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equivalent amount to its capital and 
surplus. In another bank with $350,000 
in deposits and $50,000 in capital, there 
was an item of more than $100,000 in 
bills payable. The management, includ- 


ing the board, was changed; competent 
men and sound policies took control. In 
five years the bank was cleared up, its 
reserves were made adequate, its surplus 
comfortable, its future promising. 


Corporation Earnings in 1928 a Third 
Greater Than in 1927 


porations, after deduction of all 

cash dividends, amounted to $1,- 
449,583,371, an increase, in the aggre- 
gate, of 33.61 per cent. over 1927, 
according to a study made by Ernst & 
Ernst, accountants. Cash dividends on 
the common stock of the 418 companies 
totaled $1,989,479,841 in 1928, the com- 
pilation shows, and represent an increase, 
in the aggregate, of 12.48 per cent. over 
1927. The balance available for the 
common stocks, after payment of pre- 
ferred dividends, was $3,439,063,212, 
an increase of 20.51 per cent. in 1928 as 
compared with 1927. 

The group of companies used for this 
comparison, it is stated, includes only 
such as paid common dividends in cash 
both years, and which had earnings in 
excess of all dividends paid. “Com- 
panies showing deficits either before or 
after payment of dividends or which 
had earnings but did not pay common 
dividends in both years, have not been 
included. The results, therefore, are 
taken to be representative of the general 
class of prosperous concerns which 
look both to the present welfare of 
stockholders and the building up or 
strengthening of the business for the 
future. 

“Including an additional 154 com- 
panies which had profits aggregating 
$721,601,179 in 1928 but which were 
not suited for comparison with 1927 as 
regards dividends, for reasons above 
stated, the percentage of profits retained 


"To earnings for 1928 of 418 cor- 


in 1928 amounts to 46.29 per cent., for 
the entire 572 companies. For the first 
group of 418 companies, the proportion 
of profits retained in 1928 was 42.15 
per cent. 

“The figures seem to indicate approxi- 
mately the general proportion of profits 
retained in industry for purposes of busi- 
ness expansion, stabilization of dividends 
through lean years, recouping of prior 
losses, strengthening of capital structures, 
etc. The period covered, of course, rep- 
resents two years when business as a 
whole was good and earnings were high 
in consequence. In a period of low 
earnings the showing would doubtless 
be different. 

“For these 418 companies the pro- 
portion of profits paid in cash dividends 
to the common shareholders amounted 
to 57.85 per cent. of the year’s earnings 
remaining after preferred dividends in 
1928, and 61.98 per cent. in 1927. 
Combined profits after allowing for pre- 
ferred dividends were 20.51 per cent. 
higher in 1928 than in 1927. Actual 
charges only for dividends have been 
considered for both years, no allowance 
being made for possible extras paid in 
1929 out of the unusual earnings of 
1928, more than would be compensated 
for in similar payments during the two 
years charted. Likewise no account has 
been taken, in the amount of profits 
stated, of any special write-offs or other 
charges made direct to the surplus ac- 
count.” 





Plight of National Banking System 


Under New Conditions in Banking Field, What Steps Can Be 
Taken to Make It of Advantage to State Banks and 
Trust Companies to Hold National Charters? 


By J. W. Poe 
Comptroller of the Currency 


and trust companies to say that the 

national government cannot rely 
upon them to serve as its instrumental- 
ities in the enforcement of a Federal 
fiscal policy. Banking, like other busi- 
ness enterprises, is entered into by stuck- 
holders for the purpose of realizing a 
return upon the investment. It is futile 
to attempt to impute to such stockholders 
altruistic or patriotic motives. As be- 
tween two systems of banks, capital will 
flow more freely into the one which 
yields the larger returns in dividends. 
If the advantage in this respect be funda- 
mental and permanent, the system of 
banks thus favored will be the one which 
will survive. 

If Congress therefore would protect 
itself from the loss of its present banking 
instrumentality, it must make it to the 
advantage of capital to seek the national 
rather than a trust company charter. 
Banking capital is without prejudice or 
sentiment. It will flow back into the 
national banks normally and easily with 
the turn of the tide of advantage. The 
alternative would seem to be the elimina- 
tion of the national banks in favor of 
forty-eight distinct systems of banks 
under the supervision of forty-eight 
separate banking departments. 

Within recent months the trend to- 
ward trust company charters by national 
banks has been alarmingly accentuated. 
Great bank consolidations of national 
banks and trust companies are taking 
place in which the national charters are 
being given up. Within the last six 
months, seventy-nine national banks 


Maryland 


[: is no criticism of the state banks 


From an address before the 


Bankers Association. 


with aggregate resources of two and 
three-quarter billions have passed over 
under state jurisdictions. I shall not 
attempt here to analyze the cause of 
these defections, but it is quite evident 
that it is being found more advantageous 
to carry on the business of banking 
under trust company charters. 

However, it is within the power of 
Congress to turn the advantage in favor 
of the national banks and thereby make 
it to the interest of all banks to operate 
under the national charter. What form 
this action should take requires the most 
careful consideration. 


BANKING FACES NEW ECONOMIC 
CONDITIONS 


The inauguration of the Federal Re- 
serve System in 1914 and the outbreak 
of the world war in that same year 
definitely marked the close of a financial 
era in the United States. The line of 
cleavage between the pre-war and the 
post-war periods is so clear that the 
student of finance has no difficulty in 
setting off the one against the other. 
Our economic development within the 
last fifteen years has been so rapid and 
so varied that it seems as though we 
had lived in that short period through 
several generations. The mere mention 
of some of the outstanding factors in 
this development will be sufficient to 
bring to your minds the new conditions 
under which we now live. Not the 
least of these is the modern automobile 
upon the automobile road. This has 
abolished distances between local com- 
munities and has revolutionized the 
social life of the country districts. 
Transportation by air is now a practical 
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fact and it would tax the imagination 
to conceive how it will accelerate the 
ease of transportation begun by the 
automobile. The extension of com- 
munication by telephone and now by 
radio to every rural community has 
brought into a common knowledge and 
contact every phase of our national life. 
The need for mass production of goods 
and commodities has caused greater 
centralization of corporate management 
in industrial enterprises with the result 
of greater efficiency and economy in 
operation and with cheaper and better 
output for the consumer. We _ have 
achieved an outstanding position in 
world finance and are rapidly develop- 
ing the instrumentalities to discharge 
that serious responsibility. We are now 
in a period of great national prosperity 
and growth in which the public at large 
is participating to a degree hitherto 
unknown. 


THE UNIT SYSTEM OF BANKING 


The system of banking which de- 


veloped in the United States under the 
state banking laws and later under the 
National Bank Act of 1863 has come 
to be known as unit banking. The term 
unit banking is of recent origin and is 
used in contrast to the development of 


branch banking and group banking 
within the last few years. 

A unit bank may be defined as a 
banking corporation having its origin in 
a definite local community and confining 
its banking activities primarily to that 
community. Its original organization 
was a local enterprise of considerable 
significance and local public interest. 
Its board of directors, officers and em- 
ployes are residents of the local city, 
town or village. On the average, the 
capital stock is relatively small. Of the 
7575 national banks in operation on 
March 27, 1929, 7193, or 95 per cent., 
had an average capital of $107,000, 
which includes all banks outside of 
Central Reserve and Reserve cities; 
while the remaining 5 per cent., or 382 
banks, in the Central Reserve and Re- 
serve cities had about 57 per cent. of 
the total resources. 


The business of a unit bank is derived 
from the community in which the bank 
is situated. This includes such business 
as may be afforded by the commercial 
activities of the city, town or village and 
by the outlying farming communities. 
The president of the unit bank is ordi- 
narily a prominent local citizen and 
under the old economic regime he had 
an opportunity to become interested in 
local industrial enterprises and _ local 
public utilities. 

Under the system of horse transporta- 
tion for the rural communities—a system 
which ended with the close of the 
pioneer life of America—the unit bank 
was in a much stronger position than it 
is today. Apart from the question of 
its great contribution to the up-building 
of local communities, it was profitable 
as an operating corporate unit for the 
reason that it was normally integrated 
with the local economic situation. The 
president of such a bank was a person- 
age in the community and the bank 
fostered and financed local business 
enterprises. The banker was a factor 
in the local street car company, the local 
telephone company, the local gas plant, 
the local power plant and the like. If I 
were asked to pick out a single type of 
institution which has contributed the 
most to local community independence 
and thereby to the foundation of our 
national development, I should choose 
the unit bank. It is the most representa- 
tive of the genius of the American 
people. 

Looking, however, at the unit bank 
from the viewpoint of present day eco 
nomic and social conditions, the ques- 
tion is being raised as to whether the 
unit bank can survive. The unit bank, 
like many other types of local enterprise, 
was made possible by the great distance 
between the local settled communities. 
Distance has now been abolished and, 
as a consequence of this one factor, the 
unit bank finds itself face to face with 
difficulties that seem to be almost in- 
superable. The old opportunities for 
the local banker to have a hand in local 
enterprises have passed away because the 
local enterprises have become to a large 
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extent merged into larger national opera- 
tions. Every phase of the public utility 
business has passed from local control 
into the hands of great centralized cor- 
porations which are able to give better 
and more efficient service. The financ- 
ing is not done in the rural communities 
but in the large cities by the metropoli- 
tan banks. 

The unit bank, being therefore thrown 
back upon its own resources, has to face 
the rising cost of management with a 
relative decrease in income. Many of 
them are now unable to offer to young 
men entering the banking business either 
salaries, or the prospects of careers of 
sufficient attractiveness to obtain the 
highest type of management personnel. 

We cannot escape being moved with 
great concern to observe that at a time 
of the most unparalleled strengthening 
of our financial position in domestic 
affairs and in foreign commerce and in 
investments, namely, during the last 
eight years, there have been more than 
5000 failures of unit banks in the 
United States, with an aggregate total 
of deposits of $1,500,000,000. These 
banks were scattered in various sections 
of the country districts of the United 
States, in the South, the Midwest, the 
Northwest, and the Southwest, with a 
scattering few on the Pacific Coast and 
the northeastern states. It is impossible 
for me to describe the acute local suffer- 
ing occasioned by the losses of hard- 
earned savings and by the disruption of 
local business enterprises. In many of 
these communities public confidence in 
the unit banks has been so severely 
shaken that funds which should find 
their way into banking channels are 
being withheld. During this eight-year 
period there was not a single failure of 
a large metropolitan bank. 

The unit state banks in rural districts 
as a rule have not found it profitable 
to become members of the Federal Re- 
serve System. Out of about 15,000 
state banks and trust companies in the 
United States only 1208 have become 
members. If it were not compulsory 
for national banks to become members 
of the Federal Reserve System consider- 


ably more than one-half of them would 
probably never have become members. 
The state unit banks outside of the large 
cities seem to find no place in the Federal 
Reserve System. 


THE GROWTH OF GROUP BANKING 


We have witnessed within the last 
two years an amazing development in 
the concentration of control over groups 
of unit banks. This has come to be 
called group banking. It is not confined 
to any one section of the country but 
seems to be springing up everywhere. 
There are literally hundreds of these 
groups of banks varying in size from 
half a dozen banks to a hundred or 
more. The usual form of the group 
system is for a holding company to 
acquire the majority of the stock of a 
number of unit banks and then set up 
a central management personnel for the 
purpose of operating the group as nearly 
as possible as a single system. Organizers 
of these groups maintain that a combina- 
tion of unit banks under a single owner- 
ship affords greater safety to the public 
and an improvement in the quality of 
the banking services. 

There appear to be, however, certain 
inherent weaknesses in a system of group 
banking. From an operating standpoint 
it is necessarily unwieldy. Each member 
of the group is a separate and distinct 
corporation responsible to its own board 
of directors. It must operate as a 
distinct and separate corporation under 
its own capital and resources and under 
the distinct limitations placed upon its 
activities by law. The central manage- 
ment can enforce its policies only by 
indirection, that is to say, by inducing 
the local boards to accept voluntarily its 
policies and, in case of refusal, to set 
up at the next annual election a new 
board through its control over a majority 
of the stock. It is necessary to carry a 
distinct overhead of personnel for each 
bank. 

In other words, as compared with 
branch banking, group banking from an 
operating standpoint seems to lack the 
flexibility, economy and efficiency which 
carry the services of the central bank 
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directly to the public served by each 
branch. Morally and _ psychologically 
the central management of the group 
system may go to each member of the 
group with its support but the funds of 
the various members of the group can- 
not be shifted about from one bank to 
another. The corporate set-up, there- 
fore, of a group system is necessarily 
complicated, whereas under a system of 
branches each branch is the bank itself 
and the full power and resources of the 
bank are in each place where it does 
business, whether at the head office or 
at the branches. Disregarding for the 
moment the question of public policy, 
the branch system is, in operation, in- 
comparably simpler than the group 
system. 


RE-EXAMINATION OF BRANCH BANKING 
NECESSARY 


Contrary to the opinion of many, the 
McFadden Act of February 25, 1927, 
was not intended to be a permanent 
settlement of the branch banking ques- 
tion. It was a compromise measure. 

Prior to the passage of this legislation, 
branch banking had made considerable 
headway in many sections of the United 
States. In certain large metropolitan 
centers like New York City, Detroit, 
Cleveland, Los Angeles, Boston and 
others, branch banking as an extension 
of services by downtown banks to other 
parts of the city had demonstrated that 
the movement was sound and practicable. 
This latter situation was recognized by 
Congress in the McFadden Act when 
national banks were permitted to estab- 
lish city branches. In some sections of 
the United States branch banking had 
been extended by state banks beyond 
the city limits to the surrounding 
suburban communities; to the boundary 
limits of the county or adjoining county; 
and in several instances to the boundary 
lines of the state itself. Regarding these 


outside branches as being in the nature 
of an experimental operation, Congress 
desired to create a situation under which 
this movement could be studied for a 
few years without permitting it to ex- 
pand. As a consequence the McFadden 
Act held all of these branches in statu 
quo as to number and location but per- 
mitted them to be nationalized. After 
the approval of the Act practically 
every large branch banking system, with 
branches on the outside of the city in 
which the bank was situated, took ad- 
vantage of this opportunity to become 
national banks and are now operating 
under the national banking laws. 

In view of the existing situation with 
reference to unit banking, the growth 
of group banking, the curtailment of 
branch banking by Federal statute and 
the increasing number of bank mergers 
under trust company charters, the time 
appears opportune to re-examine the 
basic structure of our entire banking 
system and to formulate a new banking 
policy to meet present day conditions. 

The National Bank Act specifically 
makes it the duty of the Comptroller of 
the Currency to recommend to Congress 
“any amendment to the laws relative to 
banking by which the system may be 
improved and the security of creditors 
may be increased.” In the present criti- 
cal state of the national banking system 
I feel it to be a serious undertaking to 
discharge that responsibility. Before 
proceeding therefore to lay before Con- 
gress a definite formulation of proposed 
amendments to the banking laws, I shall 
at an early date call into consultation 
a group of outstanding bankers and 


‘students of finance and shall ask their 


assistance in the formulation or recom- 
mendations to Congress which will offer 
to state banks and trust companies an 
opportunity to gain a wider field of 
banking operations under the national 
charter. 
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Balancing the Investment Program 


Consideration of the More Important Factors in the Establishment 
of a Sound Investment Policy for a Commercial Bank 


By W. F. GEPHART 
Vice-president First National Bank in St. Louis 


mercial credit responsibility he is 
not to be criticized if he has not in 
the past qualified as an investment ex- 
pert. This is a separate, highly special- 
ized banking field, and is a business in 
itself. It is for this reason that the 
banker must give to it the attention it 
deserves and develop a personnel having 
a practical knowledge of investments. 
Where the banker has had unfortunate 
bond experience it has probably come 
about as often through the purchase of 
long term bonds at the wrong time as 
it has from the purchase of securities 
that were fundamentally unsound. 
Notwithstanding that no single policy 
can be made applicable to all banks there 
are, nevertheless, some general consider- 
ations that can be safely followed by 
practically all banks in the handling of 
their investment account. While some 
of these considerations may seem trite 
their repetition is nevertheless essential 
because it is upon the question of some 
of the simplest fundamentals that many 
bankers make their greatest mistakes. A 
careful selection of sound securities is, 
of course, the first essential in order to 
secure safety of principal. Unless all 
of the issues in a list of holdings are 
sound there is no means at the com- 
mand of the owner whereby his account, 
as a whole, can be made satisfactory. 
Proper diversification of securities 
between government, railroad, public 
utility, industrial and municipal bonds 
is, of course, a prime essential. How- 
ever, mere diversification is not sufficient 
to assure satisfactory results in the 
handling of an investment account. 


[ view of the banker’s heavy com- 


From an address before the Mississippi 
State Bankers Association. 


Consideration must also be given to the 
question of a balance between relatively 
long term and short term bonds, so that 
some are always maturing. Unfortu- 
nately, many bankers have made a sort 
of fetish out of diversification on the 
apparent assumption that by merely 
following this principle more or less 
blindly all would be well. Something 
more than mere diversification is neces- 
sary to assure profits from the bond 
account. 


SECURITY VS. YIELD 


While there may be considerable 
difference of opinion among bankers as 
to how high a degree of security they 
should seek, deviations in this respect 
from sound principles can vary only in 
minor degree. Furthermore, where a 
banker takes it upon himself to deliber- 
ately seek a high yield, by accepting a 
somewhat greater risk, he must assume 
greater responsibilities as a judge of the 
investment merit of different securities. 
Consequently, such a policy for an 
investment specialist is one thing, while 
it is an entirely different matter for the 
ordinary commercial banker who does 
not pretend to be a bond expert. Hence 
the safer policy for most bankers is to 
restrict purchases largely to high grade 
issues. In the long run this policy will 
probably prove the better, notwithstand- 
ing the lower yield. 

It is especially important that the 
banker also give consideration to the 
relative liquidity or ready marketability 
of a considerable portion of the securi- 
ties in his bond account. This factor 
is particularly significant where it is not 
the custom to restrict purchases largely 
to high grade bonds having a stock 
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market listing. In such cases care should 
be taken not to accumulate too large a 
portion of issues whose market depends 
almost entirely upon some of the smaller 
houses of issue. Every well managed 
bond account should have a reasonable 
proportion of listed bonds. 

The real problem connected with the 
handling of a bond account begins only 
after the banker has thoroughly saturated 
himself with the essential fundamentals 
such as, care in selection of each indi- 
vidual security, diversification, and 
marketability. After mastering these 
fundamentals his really important task 
begins—namely, that of developing a 
policy with respect to the time when 
long term bonds should be purchased 
and when they should not be purchased. 
The development of, and adherence to, 
a policy in this respect is perhaps the 
most important of all in the proper 
handling of the investment account, and 
it is in this connection that the question 
of balancing the account with short term 
paper arises. It should also be realized 
that as a general rule bankers have been 
rather unfortunate bond buyers. When 
the investment account has proven par- 
ticularly profitable it has more often 
been due to certain fortuitous circum- 
stances rather than as a result of care 
and skill in the handling of the bond 
account. This is but natural since banks 
have seldom viewed their investments as 
a primary source of profit and because, 
as a general rule, they have varied their 
bond holdings accordingly as money was 
scarce or plentiful. 


MONEY SUPPLY AND INTEREST RATES 


When money is scarce and interest 
rates are high, bond prices are most 
attractive, but at such times banks 
seldom have the money or feel justi- 
fied in making purchases, unless their 
previous policy provided a back log of 
short term paper. On the other hand, 
when money is plentiful and interest 
rates are low and bond prices are high, 
investment in this field usually appears 
as most attractive because bond yields 
are then usually above short term rates. 
Consequently, banks normally purchase 


most of their security holdings at rela- 
tively high prices and usually dispose 
of them on a declining market or at 
least suffer a depreciation on them when 
the demand for commercial funds is 
greatest and commercial rates are 
highest. This was forcibly illustrated 
in 1920 and 1921 by the heavy deprecia- 
tion banks suffered in their investment 
holdings and again during the last year. 
This statement is not made as a criticism 
of bank policy in this respect but rather 
to illustrate the underlying influences 
that play so important a part, normally, 
in the handling of this secondary reserve. 
Practical consideration in the past called 
for no specific investment policy. Securi- 
ties were purchased primarily with the 
idea of holding them to maturity. The 
investments represented but a_ small 
portion of total earning assets and it 
was generally felt that as long as the 
investment was sound all other con- 
siderations regarding the relation of 
bonds to the money market could be 
ignored. This position could be main- 
tained without great loss as long as the 
investment account was small. 


WHY PROBLEM IS NOT EASY 


The investment problem of the com 
mercial banker is not an easy one, 
partly because he has such heavy demand 
obligations, and partly because his busi- 
ness is subjected to so much supervision. 
These factors prevent the bond account 
from being profitably handled in the 
same manner as the investments of an 
individual. The banker must not only 
give more careful consideration to the 
intrinsic soundness of his securities, but 
must make his purchases and sales in 
the light of present and prospective con- 
ditions in the money market. It is not 
always the course of wisdom for a bank 
to follow the policy of purchasing long 
term securities, put them away and for- 
get them as can the individual investor; 
nor should a bank, during periods of 
high bond prices, write up its bond 
holdings to the market price. Either 
policy is likely to require a writing down 
of the value of this asset at not very 
opportune times because the banker must 
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carry his investment account at cost or 
the market, whichever is lower. A 
sound rule for the banker is to take 
bond profits only on actual sales and 
not to count paper profits before they 
have been realized. 

In substance, at such times when in- 
terest rates are unusually low and bond 
prices are high, it is far safer to sacrifice, 
if necessary, yield for liquidity, so as to 
avoid too heavy a depreciation in in- 
vestment holdings on the next upturn 
in money rates. Notwithstanding that 
a period of low money rates may persist 
for some considerable time, such a policy 
of restricting investments to short term 
paper will almost always prove the most 
profitable in the long run. Furthermore, 
after bond prices have risen, during any 
period, to unusually high levels, and 
there are indications that money rates 
are likely to tighten, it is sound policy, 
under those conditions, to make a care- 
ful analysis of the bond account with 
the purpose of taking into consideration 
the advisability of disposing of such long 
term bond holdings as are selling on a 
basis to give an unusually small yield. 
A good signal to watch, for the purpose 
of determining when such an analysis 
should be made, is when short time 
money rates, after making allowance for 
seasonal trend, rise very considerably 
above the yield on long term bonds. 


It may be concluded, therefore, that 
the problem of properly balancing the 
investment program of a bank, with 
reference to commercial paper, call loans 
or other short term paper, is largely one 
of developing a definite policy with 
respect to the bank’s investment account. 
Fundamentally this policy is based upon 
the assumption that fluctuations in in- 
terest rates move through cycles; that 
is, from low rates to high rates and from 
high rates back to low rates. The period 
of these movements varies in practically 
every individual instance. The banker, 
who should be something of a judge of 
money conditions, should determine a 
policy which will enable him to deter- 
mine for himself whenever we are 
approaching a fundamental change in 
the trend of money rates. At such 
times he should adjust his policy with 
respect to long term investments ac- 
cordingly. While in the very nature 
of things, it is not to be expected that 
he can definitely call the turn on each 
and every fundamental swing in money 
rates, he should, at least, make every 
effort possible to profit, or to protect 
himself against loss, by these changes. 
Unless he can succeed in adjusting his 
bond policy in accordance with these 
principles he cannot hope to secure the 
full benefit available to him from his 
investment account 
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The Banker’s View of Advertising 


Is the Average Banker’s Appraisal of Advertising Fair, 
and If Not, Why? 


By A. E. Bryson 
Vice-president Halsey, Stuart & Co. 


pendent on credit or capital, and 

the banker, as the primary dis- 
penser of both, very naturally enters the 
picture whenever they are involved. 
But the banker’s prcgress is, in turn, 
very largely dependent upon business 
progress. And business progress, we all 
know, is influenced increasingly by ad- 
vertising. Clearly then, it is important 
that bankers should know a good deal 
about the theory and practice of adver- 
tising. 

It is a natural starting point, in ap- 
proaching my topic, to inquire whether 
bankers generally do have a _ proper 
understanding and appreciation of ad- 
vertising. And, if they do not, where 
the fault lies. 

I should say at the outset that the 
average banker has not had a well 
founded conception of the place and 
functioning of advertising, nor has he 
been inclined to accord it the importance 
that its place in the present day scheme 
of things really justifies. The fault is 
partly his own, and partly the fault of 
advertisers. 

The banker’s view of advertising is 
naturally influenced to some extent by 
his own use of it. It is a comparatively 
recent development for banks to adver- 
tise—that is, on an adequate scale, and 
with any degree of advertising skill. 
Bank advertising has progressed rapidly 
within the last few years, however, 
perhaps as much from necessity as from 
choice, for the enormous capital require- 
ments of that period required quicker 
and more dependable channels of growth 

From an address before the International 
Advertising Association. 


B  eevsene progress is largely de- 


than the banker's old time methods could 
be counted on to produce. Today banks, 
both commercial and investment, adver- 
tise extensively with more restraint 
naturally than many other businesses, 
both in space and copy, but many are 
doing a very creditable job. Yet, with 
all of this progress, I should say that 
bank advertising is not accorded the 
importance that it commonly commands 
in the merchandising field. The very 
restraints that are imposed on it often 
render it less able to produce results, 
and even when burdensome restraints 
are lacking, it is, of course, more difficult 
for bank advertising to show the definite, 
tangible results that may reasonably be 
expected to follow from the advertising 
of a manufacturer, say, with thousands 
of outlets, or the local distributer with 
a low price commodity, which every- 
body needs or wants. 


INFLUENCE OF BORROWERS’ ADVERTISING 


I have recently asked a number of 
bankers, both in the commercial and in- 
vestment field, just how seriously the 
advertising activities of their borrowing 
customers are considered in the granting 
of credit—either short term or long. I 
found the opinion almost unanimous 
that it did enter somewhat into their 
decisions, but abstractly rather than con- 
cretely. Their judgment in the grant- 
ing of credit, in other words, was based 
essentially on the facts and figures of 
the balance sheet and the earnings state- 
ment, coupled with their general esti- 
mate of the management. Advertising, 
other than through the general impres- 
sion it may have created with the 
bankers, was seldom accorded much, if 
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any, detailed consideration, even when 
it loomed large in the activities of the 
organization. 

Perhaps this is not as serious a reflec- 
tion on bankers, or on advertising, as 
might at first glance appear. Advertis- 
ing may have had an important part in 
the favorable showing of the balance 
sheet, and the earnings statement, which 
formed the basis of the banker’s esti- 
mate, but it is regrettable for advertis- 
ing that its contribution is seldom shown 
except as an item of expenditure. But 
aside from the difficulty of appraising 
advertising’s true place in the success of 
the average business, there remains the 
question of whether, to date at least, it 
has really been necessary for the banker 
to assume that task. I have already 
suggested, what you fully realize, that 
management is given minute attention 
in the granting of bank accommoda- 
tions. Considering advertising as an 
expression of alert and enterprising 
management, which it undoubtedly is 
when well done, there may be justifica- 


tion for the banker’s assumption that if 
advertising is necessary, it will be done, 
and well done, and continued so long 
as the results justify—just as it is as- 
sumed that the purchasing activities of 
a business, its credit policies, and per- 


sonnel problems will be carefully 
handled, without detailed consideration 
of each. 


AN UNREALIZED INFLUENCE 


But despite the rather non-committal 
replies of those bankers to whom I put 
the question as to their attitude toward 
advertising when granting credit, I 
should say they are more influenced by 
advertising than they themselves realize. 
As in the case of consumers who often 
buy or accept advertised goods without 
realizing the extent to which their de- 
cisions are influenced by advertising— 
so, too, with the banker in granting 
credit. He is naturally predisposed to- 
ward any business which has established 
a good name for itself through advertis- 
ing, or otherwise. The business which 
has done a good advertising job un- 
questionably gets the preference for 


banking accommodations over others 
perhaps as well situated, though less 
well known. At least that is true in 
the investment banking field for reasons 
I shall indicate. In commercial banking 
there is perhaps less reason for con- 
sidering it, since, in that field, loans are 
ordinarily made for short periods, and 
it is not so difficult to decide from facts 
and figures alone whether the loan will 
be. good, say for three or six months, 
without considering less tangible factors. 
But in investment banking where capital 
accommodations are negotiated which 
may be outstanding ten, twenty, fifty 
years, or even in perpetuity, every asset 
of the business has a distinct bearing. 

There are at least two good reasons 
why investment bankers should—and to 
some extent do—give attention to the 
advertising policies and practices of their 
borrowing clients. One of these is 
stressed in President Hoover's committee 
on recent economic changes, the con- 
clusions of which were released recently. 
Commenting on the possible maintenance 
of our present prosperity, the committee 
said, “As long as the appetite for -goods 
and services is practically insatiable—as 
it appears to be—and as long as produc- 
tivity can be constantly increased, it 
would seem that we can go on with 
increasing activity. But, we can do this 
only as we develop a technique of 
balance. 

“The forces that bear upon our econ- 
omic relationships have always been 
sensitive. All parts of our economic 
structure, from the prime process of 
making and marketing, through the 
facilitating functions of finance are, 
and have been, interdependent and 
easily affected. Therein lies the danger, 
that through ignorance of economic 
principles, or through selfish greed, or 
inadequate leadership, the steady balance 
will be disturbed to our economic detri- 
ment.” 

Toward such a technique the com- 
mittee concludes that the skilled work 
of economists, engineers and statisticians 
will contribute. I think it might ‘also 
have said that advertising has and will 
continue to contribute materially toward 
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the maintenance of this desired balance. 
Admittedly, advertising, properly ad- 
ministered, is a stabilizing factor in any 
business and stability, more than most 
other qualities, is what the conservative 
investment banker seeks in his under- 
writings. That is one reason why 
bankers should be interested in adver- 
tising. 


MARKET VALUE OF GOOD-WILL 


The other factor is equally important 
—the acceptance which a well-known 
name has in the securities market. The 
investment banker, like the crossroads’ 
storekeeper, likes to handle goods that 
are easy to sell, assuming always, of 
course, that they measure up to his 
standards. No argument is necessary 
to prove that the bonds or stocks of 
widely and favorably known companies 
are preferred by investors. A cursory 
examination of the listings on the im- 
portant exchanges will prove that. In- 
vestors, more than buyers of merchan- 


dise, have confidence in what they know, 
and are inclined to be distrustful of what 


they don’t know—a natural conse- 
quence, no doubt, of the fact that in 
buying commodities, the purchaser can 
see, feel and physically appraise the 
product itself, whereas in buying securi- 
ties, he is buying an intangible, perhaps 
the obligation of a borrower situated 
across the country or at the other end 
of the world—whose plant he has never 
seen, whose management he knows only 
by hearsay. 

Investment bankers are unquestionably 
influenced by this fact. They know 
from experience that, regardless of in- 
trinsic merit, it is often difficult to sell 
even the first mortgage bonds of a rela- 
tively unknown company, whereas the 
unsecured debentures of some nationally 
recognized business may require a mini- 
mum of sales effort. And I know of 
no more potent factor in establishing 
investor acceptance than consistent and 
properly conceived advertising on the 
part of borrowing corporations. 

But advertising properly done does 
not stop with reducing capital costs and 


in attracting satisfied stock and bond 
holders. In contributing to the good- 
will and earning power of a business, it 
creates a definite capital asset which, if 
intangible, is none the less real—at least 
in the market place. What I mean is 
best indicated by quoting from an 
advertisement published within recent 
months by a Cincinnati advertising 
agency: ‘President Sloan of the 
General Motors Corporation before the 
Chamber of Commerce at Flint, Mich., 
last August, made this interesting state- 
ment—The value of General Motors as 
measured in the market today is approxi- 
mately three and one-half billions of 
dollars, whereas the value of the corpo 
ration’s assets is $850,000,000. The 
difference, $2,650,000,000, is the value 
established by the public for the corpo- 
ration’s good-will.’ ” 

Taking this as its cue, the agency 
examined the current market position of 
the securities of sixty of the leading one 
hundred advertisers of the nation—the 
sixty on which complete information was 
available. Here is the interesting result. 
Out of the entire sixty, the study showed 
the book value of the common stocks of 
only six companies to be greater than 
the market value. On the other hand, 
the book value of the common stock of 
the entire sixty is shown as $5,042,000, 
000, in contrast to a market value of the 
common stock of $12,994,000,000. In 
other words, the excess of market value 
over book value of these sixty companies, 
all of which were large advertisers, was 
$7,952,000,000. 


WHAT ADVERTISING MUST DO 


To take its rightful place in the 
bankers’ eyes—no less than elsewhere— 
I should say that, above all else, adver- 
tising must do these two things: First 
of all, it must guard jealously its believ- 
ability. This priceless asset which has 
been so religiously built up over a long 
period of years is now threatened to some 
extent by abuses attributable largely, 
I should say, to the highly competitive 
conditions of the present day. And in 
passing may I observe that it is unfair 
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to place the blame for such abuses wholly 
at the door of advertising, for advertis- 
ing, as I have already said, is but the 
surface indication of the management— 
the voice of business, some one has 
called it. Unless we admit that adver- 
tising dominates business, which in most 
cases we know it does not, then most 
of the blame for any abuses that have 
crept into advertising should go back 
where it belongs—to the management 
itself. But even so, certainly advertising 
men and advertising agencies who have 
been guilty of the offending practices I 
have in mind and with which you are 
familiar, also publications which have 
accepted them, are alike responsible. 
The percentage of such advertising is, 
of course, small indeed, and advertising 
is so firmly established that we need 


Bankers Exposition 


not be seriously concerned about its 
sound survival. It is true, however, that 
a little unsoundness goes far toward 
undermining the credibility of all adver- 
tising, and if we seek to give advertis- 
ing a more definite standing, particularly 
with bankers, certainly it is desirable to 
cure this situation. 

Secondly, I should say to place adver- 
tising in its proper light with the 
bankers, its plan, its purposes, its results 
must be reduced to more concrete terms. 
The accomplishment of this goal cannot 
fail to be helpful, not merely in the 
primary intent, that of making adver- 
tising more productive, but also in rais- 
ing it in the esteem of the men who 
often control the destinies of the busi- 
ness itself, the bankers. 


Holds International 


Opening 


held an official international open- 
ing recently, with 172 exhibits on 
view in a floor space of 23,000 feet. 
The exhibits embody the latest protec- 
tion, the most efficient time-saving de- 


Ti! Bankers Exposition, New York, 


vices and newest improvements in 
equipment, building, decoration and 
operation which are of interest to 
bankers and industrial organizations. 
In addition to its permanent exhibit, 
the Bankexposition has a lounge which 
visitors are invited to use as a club when 
they are in New York. It also has a 


travel, theater and general information 
service at the disposal of all visitors. 

E. D. Gibbs, former advertising and 
sales promotion manager of the National 
Cash Register Company, has been made 
a vice-president of the Bankers Indus- 
trial Exposition. Mr. Gibbs will be in 
charge of sales and sales promotion 
work. 

Beginning with September 9, the en- 
tire year has been allotted among the 
forty-eight states, with one week de- 
voted exclusively to the industries and 
banking problems of one particular state. 
New York State will be the first. 
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JULY 1929 


N old custom in this country di- 
A that January 1 each year be 
set aside as a day for expres- 
sions on the state of prosperity. Our 
prophets draw up their annual fore- 
casts on business and finance at that 
time. July 1 might have been a, more 
useful choice of dates. 

Predictions of a spring rise rarely go 
wrong. They rarely help. At the be- 
ginning of a year few economists in- 
deed venture far out in their forecast- 
ing. They tell how business will start 
off. They do not tell how, after the 
sunshine of spring, it will wind up. 
This question must now be answered 
for 1929 to his own satisfaction by 
every man who plans his business with 
one eye on problems six months off. 

What has happened in the first half 
of 1929 is interesting to the practical 
banker only as he can from past de- 
velopments formulate theories on the 
probable shifts in money rates, Reserve 
policy, industrial activity, commodity 
prices, foreign trade and the stock mar- 
ket during the final half that lies just 
ahead. Fortunately the history of the 
last six months is rich in events that 
afford a basis for conclusion regarding 
the trend of things in the six months 
to come. 

Without attempting to enumerate in 
detail all of the constructive and de- 
structive forces that have been at work 
so far in 1929 it is significant to note 
that among others the following de- 
velopments in industry and finance 
must be reckoned with in any effort to 


appraise the incidents of the first half 
of the current year: 

(1) A record rate of industrial pro- 
duction; 

(2) The conspicuous absence of com- 
modity price inflation; 

(3) The reparation settlement and 
the Young plan; 

(4) Hoover’s program for expansion 
of America’s foreign trade; 

(5) The Reserve’s successful cam- 
paign to check the speculative fever of 
the stock market; 

(6) Gold imports, and 

(7) The arrest finally and appar- 
ently of a rising trend in money rates. 

When this country’s volume of in- 
dustrial production reached a new 
record peak for all time last October 
there were prophets of pessimism who 
predicted that the peak in the present 
business cycle had been attained and 
that on however satisfactory a level of 
activity business might remain for a 
time it would not soon again exceed 
this autumn high. 


BUSINESS CONTINUES RECORD PACE 


Instead of receding with the advent 
of the spring of 1929 business has been 
pushing higher and higher onto levels 
never before attained. In four months 
out of the first five of 1929 the volume 
of industrial production rose to a new 
high in history, and the approach of 
the second half of the year has brought 
no sign of recession. Repeatedly 
the business prophets have revised their 
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estimates for 1929, and_ repeatedly 
they have pushed further into the fu- 
ture the dates set for a turn down- 
ward in business. Whereas early in 
the year the consensus was that a re- 
cession might come by late 1929 these 
same gentlemen now expect industry 
to remain active until 1930. Whereas 
many expected a recession much greater 
in scope than might reasonably be sup- 
posed from seasonal influences there 
has been no sign to date of any re- 
laxation. In all of the key industries 
the pace has been fast. While the 
building industry has not given so 
favorable an account of itself as the 
automobile and steel industries the 
significant thing to be learned from a 
canvass of various groups is that activ- 
ity throughout the whole list has been 
sustained. 

This acceleration in the industrial 
pace might be regarded with alarm 
were it not that throughout the entire 
recent period of expanding industrial 
production the evils of commodity in- 
flation have been astutely avoided. Not 
only have wholesale prices been held 
in check but they have actually been 
declining this year. Past experience 
has taught us that the greatest danger 
from expanding industry lies in com- 
modity inflation. In 1920 the collapse 
in business resulted not so much from 
an inflation in speculative bank credit 
as from an inflation in commodity 
values. The evils of commodity in- 
flation are difficult indeed to correct. 


THE REPARATIONS SETTLEMENT 


No survey of the accomplishments 
of the first half of 1929 would be com- 
plete without an appraisal of what 
reparation settlement means to in- 
dustry the world over in the next six 
months—and the next six years. In- 
stead of laboring under the uncertain- 
ties of an international political sky 
Germany and the rest of Europe now 
can settle down to hard work in the 
certain kntwledge that what they do 
to strengthen their own foundations of 
trade will in the end benefit them 


rather than operate to inspire a basis 
of settlement against their own in- 
terests. Likewise for industry in this 
country a definite settlement of the 
reparations question assures business of 
a growing market for American prod- 
ucts and of an accelerated turnover in 
international trade. This taken in con- 
junction with President Hoover's pro- 
gram for an expansion of American 
foreign trade provides a basis of con- 
structive progress difficult indeed for 
the ordinary man to comprehend. It 
holds out the hope that whereas in 
recent years we have had unexcelled 
American prosperity we may in the 
years immediately ahead expect an era 
of great world prosperity. 


IS RESERVE SATISFIED? 


How the Reserve feels regarding its 
campaign against speculation it has not 
said through any official communica’ 
tion, but the Board has allowed the 
impression to get out that it looks upon 
the campaign as successful. Indeed if 
we may judge how it feels by the re- 
marks of Charles S. Hamlin, member 
of the Federal Reserve Board, in a re- 
cent speech before the convention of 
the Maine Bankers Association, we 
must conclude that the worst is over. 
Mr. Hamlin says in so many words: “It 
was finally decided that the real prob- 
lem was the prevention of the diversion 
of Federal Reserve funds into the 
speculative markets, retaining discount 
rates at the existing rate of 5 per cent.” 

To this end the Federal Reserve 
Board warning of February 6 was 
issued, and called upon the member 
banks to co-operate in stopping the 
growth of speculative credit. No dras- 
tic reduction of existing speculative 
credits was asked for or expected. 

“The banks, generally speaking, co- 
operated with the efforts of the Federal 
Reserve Board and the Federal Reserve 
banks,” Mr. Hamlin stated, ‘‘and it is 
interesting to see the progress since the 
first of this year which has been made 
under the firming policy and so-called 
‘direct action.. Taking the January, 
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1929, average and comparing it with 
June 12, 1929, we find that security 
loans for reporting member banks have 
decreased from $7,500,000,000 to $7,- 
200,000,000, a reduction of $297,000,- 
000; commercial loans, on the other 
hand, for the same period, increased 
from $8,700,000,000 to $9,100,000,000, 
the increase being $361,000,000. 
“Member bank reserves, for the 
same period, decreased from $2,387,- 
000,000, the average of January, 1929, 
to $2,331,000,000 for the week ended 
June 15, a decrease of $56,000,000. 


CITES CREDIT FLUCTUATIONS 


“The percentage of security loans to 
total loans and investments decreased 
during this period from 33.6 per cent. 
to 32.6 per cent., while the percentage 
of commercial loans increased from 39.4 
per cent. to 41.4 per cent. Taking the 
figures as to Federal Reserve credit for 
the entire system, we find that, com- 
paring the average for January and 
May, 1928, with the same periods in 
1929, Federal Reserve credit had in- 
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creased in May, 1928, by $84,000,000, 
while taking the same dates in 1929 we 
find that Federal Reserve credit de- 
creased $310,000,000. 

“While the above decline in Federal 
Reserve credit was brought about 
chiefly by the seasonal return flow of 
currency and gold imports, it is never- 
theless true that in the absence of di- 
rect pressure, some part of the funds 
released through the inflow of gold 
would have found its way into member 
banks’ reserve balances and would 
have formed the basis of further ex- 
pansion, and that, as shown above, the 
direct pressure reduced the member 
bank reserve balances by about $50,- 
000,000 between January 29, 1929, 
and the week ended on June 15, 1929. 

“The Federal Reserve System, there- 
fore, has taken an effective control of 
the situation without increasing dis- 
count rates, and in the control thus 
exercised through the medium of di- 
rect pressure the system has established 
a new technique, which shows that 
diversion of Federal Reserve credit into 
speculative channels may be curbed 
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ToTtaL MEMBER Deposits IN SHARP 1929 DECLINE 


Since the beginning of this year deposits of reporting member banks have shrunk 
substantially until they now stand at a level even with this period in 1927, and 


far under that of a year ago. 


Gold exports contributed to the large 1928 drop but 


in 1929 to date the shrinkage has been the result primarily of a deflation in mem- 


ber bank loans and investments. 


While another force has been at work toward a 


reduction in deposits, in the form of sales of Governments and bills, this cannot be 
considered an influence for deflation since to an extent the operation has compelled 
the member banks to borrow at the regional institutions to make up their reserves. 


without serious injury to agriculture 
and business.” 


A MATTER OF POINT OF VIEW 


Whether the Reserve has or has 
not been successful in its campaign 
against speculation depends on _ the 
point of view. Certainly the Reserve 
has not induced a liquidation of specu- 
lative credit sufficient in volume to re- 
store the levels originally sought by the 
Reserve when it launched its money 


campaign. The volume of security 
loans has crossed the levels indicated 
as threatening danger by the Federal 
Reserve System. Yet the Reserve 
seems fairly content with an early 1929 
reduction that leaves the volume of 
credit still high by comparison with 
former standards. But perhaps it is 
unfair to designate any particuar vol- 
ume of speculative credit as one sanc- 
tioned by the Reserve and unfair, 
therefore, to say that the Reserve has 
not accomplished its object. Essenti- 
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Upwarp TREND IN Time Deposits Is CHECKED 


While the precipitous drop in demand deposits since the beginning of the year 
accounts largely for the reduction in total member bank deposits, it is significant 
that the long upward trend in time deposits likewise has been reversed. Up to this 
time a year ago time deposits had been moving steadily forward in volume. In the 
latter half of 1928 they held about even. Since the beginning of 1929 they have 
been pointing downward, until they now stand well below the volume of a year ago. 


ally what the Reserve sought was to 
check the speculative fever in the stock 
market. Its aim was not so much the 
reduction by any specified amount of 
speculative loans but rather to check 
an unhealthy tendency. This it surely 
has done. At no time since early 
spring has the market exhibited the 
wild trading sessions that gave the Re- 
serve alarm and that accelerated the 
public’s demand for funds with which 
to buy stocks on margin. 


GOLD INFLOW MAY EASE MONEY 


If the recent heavier inflow of gold 
continues that will in itself provide a 
potent force for easier money. But 
to the stock market itself we must turn 
for the influences that have to date 
tended to stabilize money conditions. 
While the approach of July 1, as might 
be expected, induced another upturn in 
call rates the market has not been sub- 
jected to the wild fluctuations that ac- 
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companied the March period. Liquida- 
tion in the market has strengthened 
the position of money, and with a 
general relaxation in the demands made 
upon the credit structure has come an 
improved condition. 

With the approach of autumn pre- 
sumably the Federal Reserve System 
will begin once more to buy bills as a 
step toward easing money for industry 
in response to the normal seasonal re- 
quirements. Premature reports were 
circulated throughout the financial dis- 
trict during June to the effect that the 
Federal Reserve System already had 
reversed its money policy but subse- 
quent developments showed these to 
have been erroneous. Since there has 
been no fundamental and far-reaching 
change in the Reserve's  statistics— 
simply a change in the market's at- 
titude—and since there has been no 
indication of a recession in business, 


it seems difficult to see why the Re 
serve should begin yet to ease money. 


MONEY POLICY OF RESERVE 


Until the autumn demands in an- 
other month present themselves the Re- 
serve probably will take the attitude 
that it can postpone bill purchases on 
any great scale. It probably will rea- 
son that a reversal of policy in the 
meantime might serve only to excite 
the stock market once more without 
doing industry any special good. 
Whether along in August when the 
Reserve normally begins to buy bills 
it will completely reverse its policy, 
and hasten the easing process by pur- 
chases of government securities, is a 
question difficult indeed to answer at 
this time. That will depend on cir- 
cumstances domestic and international 
to be interpreted by the Reserve as it 
goes along. 





Reserve City Bankers Meet 


WO hundred bank executives 
met in Detroit last month to em- 
bark on a four days’ cruise on 
the Great Lakes, during which time 
the annual convention of the Associa’ 
tion of Reserve City Bankers was held. 
The steamer left Detroit on Monday 
morning, June 10, and returned to De: 
troit Thursday morning, June 13, hav- 
ing stopped at Mackinac Island and 
Sarnia, Ont., en route. 

William F. Augustine, of the Na- 
tional Shawmut Bank of Boston, presi- 
dent of the association, presided at the 
convention sessions. After the usual 
addresses of welcome, naming of com: 
mittees, etc., Richard S. Hawes, of the 
First National Bank in St. Louis, gave 
the report of the committee on interest 
on deposits. Discussions on this sub- 
ject were given by James W. Mc- 
Elroy, of the First National Bank of 
Baltimore; H. L. Servoss, Chemical 


Bank and Trust Company, New York; 
and N. H. Dosker, Louisville National 


Bank and _ Trust 
ville, Ky. 

O. Howard Wolfe, of the Phila- 
delphia National Bank, gave the re- 
port of the committee on analysis of 
accounts, a subject which was dis 
cussed by E. W. Owen, of the First 
National Bank of Boston, and W. M. 
Bell, of the Bank of Pittsburgh. 

Reports of surveys of business con- 
ditions were given by Federal Reserve 
districts by Charles E. Spencer, Jr., 
of the First National Bank of Boston; 
C. R. Parker, of the Guaranty Trust 
Company of New York; F. F. Spellissy, 
Market Street National Bank, Phila- 
delphia; J. R. Kraus, Union Trust 
Company of Cleveland; H. E. Boyce, 
Drovers and Mechanics National Bank, 
Baltimore; C. H. Lewis, Citizens & 
Southern National Bank, Atlanta; H. 
H. Sanger, National Bank of Com- 


Company, Louis- 


merce, Detroit; G. N. Hitchcock, 
MercantileCCommerce Bank and Trust 
Company, St. Louis; C. B. Mills, Mid- 
land National Bank and Trust Com- 
pany, Minneapolis; P. K. Alexander, 
First National Bank of Denver; F. F. 


© sianx-stoer 

J. R. Kraus 
Vice-president Union Trust Company 
of Cleveland, ‘who has been elected 


president of the Investment Bankers 
Association. 


Florence, Republic National Bank and 
Trust Company, Dallas; and H. C. 
Kirk, American Trust Company, San 
Francisco. 

J. R. Kraus, vice-president and ex- 
ecutive manager of the Union Trust 
Company of Cleveland, was elected 
president of the Association of Reserve 
City Bankers for the coming year. 
Memphis, Tenn., was chosen for the 
next annual meeting, to be held in 
May, 1930. 
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Fundamental 
Principles 


Sreaprast adherence to certain 

fundamental principles, despite re- 

current changes in the banking vogue, 

has guided the policies of this bank 

for 145 years. - oe 
ago 9993 sy 

Our ideal has been to make the Bank St Bae i? 

of New York & Trust Company large 

enough to offer complete banking 

facilities and yet keep it so individual 

that personal attention could be de- 

voted to all details of its commercial 

and trust business. 
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Proper Liquidity in Note Assets 


A Workable Plan for Determining and Maintaining a Liquid 
Note Case 


By L. K. MEEK 


President Security Bank and Trust Company, Ponca City, Okla., and president 
Oklahoma Bankers Association. 


[Continued from the June issue] 


ings of our discount committee and 

quarterly meetings of our board of 
directors. Immediately following the 
close of quarterly periods on March 31, 
June 30, September 30, and December 
31, each year, the notes of our bank are 
placed before a special credit classifica- 
tion committee of our board of directors. 
Financial statements, collateral records, 
credit files and everything bearing upon 
these notes, are inspected and carefully 
analyzed by the members of our discount 
committee and the composite judgment 
of our officers and directors is deter- 
mined with reference to each and every 
note. 

Every note in our bank .is placed in 
one of the six classifications determined 
by collateral records, credit files, finan- 
cial statements, past experiences, etc., in 
the bank’s possession and as these may 
be supported, confirmed or modified by 
additional information furnished by the 
members of our discount committee. 

The classification given each note is 
indicated by placing the figure 1, 2, 3, 
4, 5, or 6 in red ink in the upper right- 
hand corner of the note. Those notes 
that clearly and unquestionably meet 
the standards of classification number 1, 
carry the figure “1” in red ink; the same 
conditions apply to those notes falling 
in each of the other classifications. If 
there is a reasonable doubt that a certain 
note clearly and unquestionably meets 
the requirements of one of the first four 
classifications, the bank is given the bene- 


From an address before the Mississippi 
Valley conference on commercial bank man- 
agement. 


[: our bank, we hold monthly meet- 


fit of this doubt and the note is given 
a lower classification. This establishes 
something in the nature of a proba- 
tionary condition until more definite 
information is secured or better’ and 
stronger collateral obtained, at which 
time the note may be moved up in its 
classification if such procedure is justi- 
fied. 

When this quarterly analysis has been 
completed and every note in our bank 
has passed through this searchlight of 
examination, we are then in a position 


to accurately determine the degree of 
liquidity that prevails in the note assets 


of our bank. In a way, we have made 
a detailed inventory of our note assets 
under six department heads or classifica- 
tions. We must now complete our in- 
ventory work and get the grand total 
for each department. So, we proceed 
at once to get the total of all the notes 
which constitute classification number 1, 
then number 2 and so on for numbers 
3, 4, 5, and 6. 

If our analyses have been made cor- 
rectly, and if the facts as represented 
by our credit files, collateral records and 
information known to directors and 
officers, are accurate and dependable and 
if all of these facts have been properly 
applied to each note, it unquestionably 
follows that the liquidity of our note 
assets is determined and indicated by 
the total of all notes included in classi- 
fications number 1, 2, 3, and 4; classi- 
fications number 5 and 6 are not and 
cannot be properly classed or included 
in the liquid assets of any commercial 

ank. 
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In the Great Southwest — s Ze L 0 U Is 
In St. Louis — THE FIRST NATIONAL 


HE Southwest, a dominant section 
"Le the country; St. Louis, the domi- 
nant city of the Southwest and the center 
of the nation. The First National the 
largest bank in St. Louis and one of the 
country’s greatest banks ... numbers 
among its customers outstanding business 
concerns throughout the entire nation. 
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DETERMINING BOTH QUALITY AND 
LIQUIDITY 


The total of all notes making up the 
four classifications, as compared with 
the total in the remaining two classifica- 
tions, namely, classifications number 5 
and 6, determine not only the liquidity 
of the note assets of a bank, but the 
quality and character of the bank’s note 
case as well. For it is certainly true 
that no banking institution can be said 
to be safely and properly managed and 
directed, and its credit policies estab- 
lished upon a sound, conservative com- 
mercial banking basis, if a large portion 
of the note assets of that bank are of 
the kind and quality that make up classi- 
fications number 5 and 6 as above 
defined. 

Also, in a well-managed bank having 
sound credit policies and standards, 
there will be a well balanced condition 
as concerns the volume of loans which 
make up each of the classifications 
numbered 1, 2, 3 and 4. It is my belief 
that classification number 1 should in- 
clude the largest volume of loans, but 
as a matter of actual banking practice, 
classification number 2 probably. carries 
the largest volume of loans in the 
average commercial bank, operating 
under usual commercial banking condi- 
tions. Under usual conditions, the 
volume of notes making up classifications 
number 3 and 4 should be substantially 
equal. 

However, this condition will neces- 
sarily vary as deposit conditions vary 
in different banks. Certainly no bank 
should fill its note case entirely with 
real estate first mortgage loans and the 
amount of loans in classification number 
4 should be largely determined by the 
volume of deposits which a bank carries 
in its savings accounts and time deposit 
departments. I am sure that from 50 
per cent. to 65 per cent. of the average 
volume of savings accounts and time 
deposits may be safely and properly in- 
vested in real estate first mortgage loans. 

After having made these note inven- 
tories and established our classifications, 
which we re-check and verify quarterly, 
It is our practice, day by day, as notes 


are paid and new notes are made, to set © 


up ‘debits and credits against the total 
balances shown in each of the six classi- 
fications. By this means, we keep what 
mercantile establishments would call a 
perpetual inventory which shows, at the 
close of each day's business, the total 
volume of note assets included in each 
of the six classifications. At the close 
of the day’s business, all new notes are 
carefully analyzed by the active officers 
of our bank and given a classification 
determined by the facts which apply to 
each particular credit line granted. 
Thus far, I have attempted to detail 
information which will indicate the 
standards we have established in our 
banking institution for the conduct of 
our credit department. I have given 
in somewhat complete detail the me- 
chanics of our system, indicating the 
methods and practices we use. At most, 
this plan is but a means to an end—a 
sort of blueprint and specifications di- 
recting the conduct of our credit depart- 
ment—a scale, so to speak, by which we 
weigh, accurately determine and classify 
individual credit lines and note assets as 
applications come before us for decision. 
It is a system which attempts to unify 
the thinking, the conclusions and the 
analyses of our officers in forming 
judgments and in making decisions to 
approve or reject applications for credit. 


ADVANTAGES OF PLAN 


What are the advantages of this 
system? First of all, it requires a bank 
officer to analyze and classify all credit 
applications by established credit stand- 
ards before, rather than after, the loan 
is made. Every officer knows when he 
makes a loan that it will be reviewed by 
the credit committee of the bank at the 
close of the day’s business and its proper 
classification determined. He knows 
exactly what the bank’s credit standards 
and requirements are, and, therefore, he 
can intelligently and accurately apply 
these standards himself. 

This method makes the officer careful. 
It helps him to establish stable methods 
of thinking and properly apply funda- 
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For a SMALL BANK 
or a BRANCH BANK 








Georgia Marble for 
trim... when the ap- 
propriation is not suffi- 
cient to cover the cost of 
an all marble exterior. 

















First National Bank, Louisville, Ky. C. A. Ziegler, Architect 


To character of a building is definitely established by the use 


of a modest quantity of marble trim . . . giving the architect a 


better opportunity to design an exterior worthy of a banking institu- 


tion. The additional cost of the marble is negligible. 


Whether you are contemplating the use of marble trim for a structure 
of modest proportions . . . or a building entirely of Georgia Marble 


we shall give your inquiry the. most careful consideration. 


Ask your architect about Georgia Marble. A request to any of 


our offices will bring you interesting and helpful literature. 


THE GEORGIA MARBLE COMPANY - TATE - GEORGIA 
1328 Broadway 815 Bona Allen Bldg. 648 Builders Bldg. _ 512 Construction Industries Bldg. 1200 Keith Bldg. 
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mental credit principles. It tends to 
establish uniform bank credit require- 
ments and eliminates that most unsatis- 
factory condition existing in so many 
banks, which permits credits to be rela- 
tively easy with one bank officer and 
more difficult with another. It is a 
continuous checking-up system on every 
credit-granting officer, which indicates 
and measures his tendency in credit 
granting. This helps him to know 
himself and measure his success and 
ability. 

During the quarterly period, the 
officers of the bank classify the loans 
they make each day, but at the close of 
the quarterly period each and every note 
passes before the discount committee of 
the board of directors where all classi- 
fications are checked and verified, and 
corrected if wrongly made. 

Another advantage: As sometimes 
happens in every bank, the financial 
condition of a borrower changes. He 
does not meet the changing conditions 
of the time. He does not keep pace 
with progressive movements. Business 
begins to decrease; his goods become 
shelf-worn. His current condition be- 
comes weakened. Where once he was 
a leader in his business, he is now gradu- 
ally slipping to second place. 

The quarterly inventory analysis 
brings these facts to light and, as a result, 
the loan is reclassified and given a lower 
classification. The figure “5” in red ink 
appears in the upper righthand corner 
of this borrower’s note. When the note 
comes due and is handled by one of the 
bank officers, immediately the officer is 
reminded of the lowered classification 
and the conditions which prevail with 
the borrower. The little red figure “5” 
in the upper righthand corner of the 
borrower's note becomes a danger signal, 
reminding the officer that the credit line 
should be put in proper condition, either 
by strengthening the security back of 
the note or by improving the credit line 
by adequate principal payments. By 
this method, danger signals are always 


in proper place where and when they 
are needed. 


CAUSES OF CREDIT LOSSES 


I believe experience will prove that 
the great majority of bank credit losses 
and conditions of frozen assets are the 
result of inadequate credit information, 
improper credit standards and careless 
or indifferent methods of credit super- 
vision on the part of bank officers. Bad 
loans, made as such, are seldom deliber- 
ately made, but are the result of im- 
proper or insufficient credit information 
or unsound credit standards. 

Loans, many times, become bad in a 
bank’s note case simply because the 
banker neglects the credit line. He does 
not keep in touch with the financial con- 
dition of the borrower. The loan was 
once known to be good and is presumed 
to remain so. Analysis of bank credit 
losses many times reveals conditions of 
neglected credit information on the part 
of the bank management, resulting in 
frozen assets, failing business, insolvency 
and bankruptcy for the borrower and 
frozen loans for the bank. Our system, 
if applied as outlined, will go a long 
way toward preventing these conditions. 

At the beginning, I mentioned the 
primary and the secondary reserves 
carried by a commercial bank. The 
system I have outlined for analyzing 
note assets permits us to make another 
check of the business of our bank which 
we regard as of tremendous importance 
to the management of our institution. 
The liquid credit lines in the note assets 
of our bank consist of all those notes 
included in classification number 1, 2, 
3, and 4, and the total liquid resources 
of a bank, at the close of any day's busi- 
ness, are made up of the total of those 
notes making up the four classifications 
above noted, plus the secondary reserves 
of the bank (Government, municipal 
and industrial bonds) plus the primary 
reserves of the bank (cash in the bank 
vaults and deposits in other banks). By 
comparing the grand total of all these 
liquid’ assets with the total deposits of 
the bank, the degree of the bank’s busi- 
ness is accurately determined and this 
is the final analysis and comparison which 
reflects and determines the ability of a 





What do you want to know about 


CHECK PREPARATION, CHECK PROTECTION, 
BANKERS’ SUPPLIES ? 


Consult a TODD representative 
with confidence 


Representatives of The Todd 
Company are qualified by char- 
acter and training to advise the 
banking world on the preparation 
and protection of business funds. 
Since 1899, The Todd Company 
has devoted all its energies and re- 
sources to the betterment of check 
protection methods. Today, Todd 
machines, Todd checks and Todd 
bankers’ supplies are in use 
throughout the world, providing 
the surest protection and the fast- 
est and most economical methods 
of accomplishing it. 


Whether or not you are inter- 
ested in buying Todd products, as 
a modern business man you should 
know the most modern means of 
safeguarding funds. A phone call 
to the Todd office in your city or a 
letter directly to us will put expert 
advice and assistance at your ser- 
vice, without a bit of obligation, 
of course. The Todd Company. 
(Established 1899.) 1139 Univer- 
sity Avenue, Rochester, N. Y. Sole 
makers of the Protectograph, the 
new Super-Safety Checks and 
Todd Greenbac Checks. 
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banking institution to meet its depositors’ 
demands. 

In conclusion, the system I have out- 
lined, if intelligently and honestly 
applied, will determine the liquidity of 
the note assets of any bank, and if these 
methods are efficiently practiced, the 
liquidity of note assets will be main- 
tained. It is not to be expected that 
we will have 100 per cent. conditions 
in the note assets of a commercial bank, 
but we should do everything possible 
to establish and maintain that condition. 
All of us do, and perhaps we always 
will, have some notes in our bank 
properly classed as numbers 5 and 6. 
These frozen and undesirable credits 
will, in some measure, be ever present 
in our banking institutions, but it is my 
opinion, conservatively expressed, that 
in any sound, conservative, well managed 
commercial banking institution, the total 
loans included in classes number 5 and 
6 can be kept within the amount of the 
bank’s capital structure. To go beyond 
this limit is to involve the funds belong: 
ing to depositors. 


PROPER STANDARDS NEEDED 


If we are to keep our note assets 
properly liquid, first of all, we must 


establish proper standards and then we 
must meet these standards in our prac- 
tice of granting credits. Proper credit 
standards and proper credit information, 
all properly observed, day by day, as 
we make our notes, will both determine 
and maintain a proper condition of 
liquidity in the note assets of our bank. 

The plan I have outlined is nothing 
more than a system, the mechanics by 
which a predetermined method is estab- 
lished, maintained and practiced. In the 
final analysis, systems are only systems 
and, at most, only helps which permit 
us to know when we have accomplished 
a predetermined method of procedure. 
Back of every system must be the man 
who organizes, controls and directs. In 
the final analysis, back of the idea which 
determines and maintains the liquidity 
of every commercial banking institution 
must be the officer, the management and 
the board of directors, who, first of all, 
must know credits and the fundamental 
principles upon which credit transactions 
stand. 

There is no substitute for credit 
ability, which will be reflected in the 
efficiency of credit management, both in 
determining and in maintaining a proper 
degree of liquidity in note assets. 
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he Bank of United States 


MEMBER FEDERAL RESERVE SYSTEM 
Statement of Condition May 13, 1929 


ASSETS 


Cash in Vaults and in Banks.... $61,323,279.67 


Bonds and Other Investments... . 


Collateral Loans 
Discounts 


Banking Houses and Equipment 


Accrued Interest Receivable 
Customers’ Liability 


51,650,196.88 
61,515,198.82 
131,736,243.10 
4,642,935.41 
786,897.11 


3,035,409.99 
$314,720,160.938 


on Accep- 


LIABILITIES 


Undivided Profits 


$25,250,000.00 
10,000,000.00 
5,010,149.17 


Reserve for Interest, Taxes, Divi- 


dend, etc. 
Unearned Discount 
Deposits 
Acceptances Outstanding 


7,227,500.15 
1,195,807.88 
262,687,016.06 
3,349,687.72 


$314,720,160.98 


The above statement does not include assets of 


BANKUS CORPORATION, 


our affiliated 


securities company. 
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A. E. Duncan— Finance Company 
Pioneer 


A Close-Up of the Chairman of the Commercial Credit Company 
of Baltimore 


By H. BERTRAM LEwIs 


success are always elusive. No 

formula will ever be composed 
that fits all cases. One man scales the 
heights with the help of a dominating 
personality, another through his genius 
as a mixer, a third by means of unusual 
gifts as a personal salesman. And so on 
through the list of qualifications made 
familiar to us all in the biographies and 
business homilies that circulate so widely 
in this age of the go-getter. But no 
standardized prescription fits the case of 
Alexander E. Duncan, chairman of the 
board of the Commercial Credit Com- 
pany, Baltimore. 

Quiet and reserved in personal inter- 
course, disinclined to “mix” in any con- 
vivial sense, attempting none of the 
artifices of salesmanship—in every way 
a self-contained personality—no exhorter 
of ambitious youth would ever use his 
attributes to fire juvenile imaginations 
or to paint the portrait of the man who 
wins—except in three respects—in- 
dustry, persistence and sincerity. For 
these qualities Alexander Duncan pos- 
sesses in the highest degree and no busi- 
ness leader of our generation has ever 
relied more wholly upon them for his 
rise to a position of distinction. And 
after all, when every non-essential has 
been swept aside, what more funda- 
mental combination is there for any man 
to climb on? 

Like so many other Americans who 
have achieved positions of leadership, 
Mr. Duncan was born on a farm—near 
Louisville, Ky., May 27, 1878, to be 
exact. Another antecedent that he 
holds in common with many such is his 
Scotch ancestry. Duncan—it reeks of 
the heather. And while the. traditional 


Te factors that make for business 


penuriousness of his race is no part of 
this Scotchman’s make-up, the forward- 
looking attribute that is always a con- 
comitant of thrift distinctly is. Alex- 


© UNDERWOOD & UNDERWOOD 


A. E. DuNCAN 


Chairman of the board of the Com- 
mercial Credit Company, Baltimore, 
Md. 


ander Duncan does not hoard money. 
He uses it cannily. 

For whatever it may contribute to 
the current discussion as to the business 
value of a college education, Mr. Duncan 
claims no degree beyond that received 
from the Louisville High School, from 
which he was graduated at the age of 
18. 
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Philadelphia’s Largest 
—and Oldest Bank 


One hundred and twenty-five years 
ago The Philadelphia Bank occupied 
a leading place among the forty banks 
then in existence. Today this institu- 
tion still maintains its position of lead- 
ership among twenty-seven thousand. 


Many banks are old — but not large: 
many banks are large tho relatively 
new. To have survived the crises and 
changes of more than a century is an 
indication of strength and soundness. 
To have maintained leadership in the 
face of changing times and methods 
is proof of excellence of service con- 
sistently maintained. 


Age should mean something other than 
the mere will to survive; greatness, 
more than an accumulation of figures. 
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PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 
Capital and Surplus $50,000,000 
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A BANKER BY NATURE 


He seems to have been a banker by 
nature. At all events he worked in a 
bank during his school vacations, and 
entered the employ of the Bank of 
Louisville immediately after graduation. 
With the exception of six educational 
years in mercantile pursuits, three of 
them in the general merchandise busi- 
ness, with his father-in-law, Alonzo J. 
Ross of Louisville, he has been in bank- 
ing or kindred lines ever since, including 
six years in the credit insurance field, 
three with the Ocean Accident & Guar- 
antee Corporation and three with the 
American Credit Indemnity Company. 
As a representative of the former com- 
pany he lived in Cincinnati. His Ameri- 
can Credit Indemnity connection brought 
him to Baltimore in 1907 and Baltimore 
has been thenceforth his cherished home 
and the scene of his subsequent triumphs. 
It is worthy of note in passing that Mr. 
Duncan took with him to Baltimore a 
letter of introduction to the man whom 


he was to succeed—who moved away 
within thirty days—and that excepting 
for this man and one other obscure in- 
dividual, neither he nor his wife was at 
that time acquainted with a living soul 
in the entire State of Maryland. 


His combination of banking and 
credit insurance experience was the 
ideal background on which to found a 
venture into the receivable financing 
field and the ideal training on which to 
formulate a vision of its possibilities. 
After much thought and study of this 
new phase of commercial banking, whose 
need on a wide scale was just beginning 
to suggest itself, Mr. Duncan decided to 
enter it and in 1910 he organized the 
Manufacturers’ Finance Company of 
Baltimore. By so doing he began a 
trend that has made Baltimore a radial 
center of receivable banking influence 
for the entire continent and did both 
his city and his country no mean service. 

After serving two years as president 
of the Manufacturers’, Mr. Duncan re- 
signed and with the collaboration of 
Robert Garrett & Sons, well known in- 
vestment bankers o* Baltimore, and four 


of his former Manufacturers’ associates, 
organized the Commercial Credit Com- 
pany, which began its career under his 
leadership on June 15, 1912, with a 
capital of $300,000. First as president 
and, since 1916, as chairman of the 
hoard, Mr. Duncan has led this rapidly 
expanding institution ever since, actively, 
except for a period of eighteen months, 
when, as a member of the firm of Robert 
Garrett & Sons, he tried hard but un- 
successfully to find in the investment 
banking business a zest equal to that 
which receivable financing has held for 
him since the first day of his association 
with it. 


A MAN OF VISION 


Early in its career the Commercial 
Credit Company found its greatest 
sphere of usefulness in the automotive 
field and the major proportion of its 
volume of business has come from auto- 
motive sources ever since, although dur- 
ing the last two years its percentage of 
non-automotive paper has made substan- 
tial gains and may in time become the 
dominant figure. It became obvious to 
Mr. Duncan, once the market for his 
company’s service was fully visualized, 
that its future lay along lines of national 
organization, and in 1916 the process of 
expanding, by the acquisition of well 
established local companies, began. In 
Chicago, New Orleans, New York and 
Montreal mergers were effected which 
brought Commercial Credit strong and 
well established representation within 
the territories logically covered from 
these centers and established the coun- 
try-wide service to which he aspired. 
The last major consolidation of this kind 
was completed in 1922 and since then 
Commercial Credit service has been a 
national institution utilized on a national 
scale by leading manufacturers in a score 
of different lines, and by thousands of 
retailers representing all industries whose 
products lend themselves to the sound 
application cf the instalment selling 
principle. 

During 1928 control of the export 
financing house of Kemsley, Millbourn 
& Co., Ltd., was acquired and through 
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this well established organization Ameri- 
can manufacturers with Commercial 
Credit connections are having their 
paper discounted in every important 
market overseas. With all this ma- 
chinery at work Commercial Credit’s 
domestic volume for 1928 exceeded 
$265,000,000, and its net profit, ex- 
clusive of Kemsley, Millbourn opera- 
tions, amounted to $4,132,391—the 
greatest in its history. Also, during 
1928, its capital structure was expanded 
from $30,000,000 to $43,000,000. 

But this is a story, not of a company 
but of a man, though the two can never 
be wholly disassociated in any biography 
of either. Commercial Credit has been 
the instrument of Alexander E. Dun- 
can’s success. Alexander E. Duncan 


has been the chief inspiration of Com- 
mercial Credit’s success. And the suc- 
cess of both is the basis for presuppos- 
ing reader interest in Mr. Duncan’s 
career. 

In spite of unremitting application to 
the interests of his company, Mr. Dun- 


can has always had time to serve his 
community and his church, and to enjoy 
his family. Life in old Baltimore still 
preserves a sense of proportion. Most 
of its citizens look upon work as the 
means of life rather than as its sole objec- 
tive. There is still something of the 
poise of the plantation days in the digni- 
fied meter of its pace—something of the 
cavalier spirit in its assortment of life’s 
values. Mr. Duncan well exemplifies 
its genius in these respects. He works 
prodigiously at business and achieves in 
proportion. But his chief satisfaction 
in so doing is in the opportunities for 
useful citizenship thus acquired and in 
the means for more expansive living. 


A FIGURE IN CIVIC ENTERPRISE 


His generosity and readiness to serve 
in civic and charitable enterprises led to 
his appointment during the world war, 
first as general chairman of the Y. M. 
C. A. War Work Campaign and later 
of the United War Work Campaign, 
for Baltimore. It is characteristic of 


the man and his methods that both funds 


were liberally oversubscribed and that 
although the Armistice was signed on 
the day the United Campaign opened, 
the collections in its behalf were over 
50 per cent. above the quota assigned 
to Baltimore. Probably the most effec- 
tive proportion of his charitable service 
has been through undisclosed contribu- 
tions and unobtrusive kindnesses—to 
employes in trouble or in sickness, or 
to families in need. But today he serves 
the community interests of Baltimore as 
vice-president of the Community Fund 
of Baltimore, vice-president and director 
of the Childrens’ Hospital School, Inc., 
as director of the Home for Incurables, 
and as a member of the advisory board 
of the Hospital for the Women of Mary- 
land. He is a member of the vestry of 
Grace & St. Peter’s Church (Protestant 
Episcopal). 

Mr. Duncan’s club connections are 
numerous both in Baltimore and else- 
where but he is anything but the typical 
“joiner” by nature, and family obliga- 
tions have, throughout his career, always 
taken precedence over club and sports 
activities. He is an ardent fisherman 
and enjoys a horse race with all the in- 
born zest of the native Kentuckian. He 
golfs now and then, but not habitually 
nor, by all reports, with Hagenesque 
technique. He has, in brief, a whole- 
some love for out-of-doors pursuits— 
but above all other factors in his life 
come his home, its charming mistress 
and their daughter. 

Second to the family circle comes the 
group of business associates who have 
collaborated with him in building the 
Commercial Credit Company from a 
modest beginning to its present size in 
seventeen short but intensive years. 
Three of these associates were among 
the founders of the business. Others 
have joined up along the route, all as 
young men; have risen through the 
ranks to executive positions and, still 
young, are carrying their full share of 
its managerial load today. The Cale- 
donian inhibitions, which every true 
Duncan inherits, so dominate this scion 
of the race that he goes beyond fearing 
to show his feelings. He is almost afraid 
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to have them. But deep down below 
the crust is a love for these men and a 
loyalty to them that no amount of sub- 
conscious repression can conceal from 
understanding eyes. Unquestionably 
one of the most urgent ambitions of his 
life is to establish them all in conditions 
of financial comfort in return for the 
confidence they have reposed in him and 
the work they have done to make his 
business efforts fruitful. 

Through profit-sharing expedients of 
his devising many of them are already 
well on their way toward independence 
and it is hard to imagine the inducement 
that would separate any of them from 
their sometimes dour, always unde- 
monstrative, but ever considerate chief. 


A CONCISE THINKER 


Every successful man leaves some sort 
of outstanding personal impression. In 
the case of A. E. Duncan it is one of 
outstanding mental alertness. His re- 
actions are instantaneous; his replies in- 
cisive. In debate he has few equals. His 
mind leaps instinctively to the weak 


point in his opponent’s presentation. He 
leaves one with the feeling of a man 
whose thought is so condensed that its 
constructive output of a few moments 


is the equivalent of many a man’s day’s 
work. And so it is, on the basis of 
relative achievement. 

The farm boy of modest opportu- 
nities, grown rich and influential, is 
no novelty in American life. If Mr. 
Duncan’s career contributes anything 
unusual to the study of this type it is 
the thought with which this sketch be- 
gan. Let no aspirant to high business 
honors despair because of lack of “pull,” 
because of modest early opportunities, 
because of a reserved disposition and a 
distaste for hail-fellow tactics or because 
in any other respect he fails to conform 
to the threadbare specifications for suc- 
cess set up as indispensable by theorists 
on that much ballyhooed subject. So 
long as he is conscious of ability, in- 
tegrity and alert determination let him 
hold his head high and plow forward, 
certain that he has the makings of a 
winner. 

Alexander Edward Duncan has ar- 
rived most convincingly on the strength 
of these fundamental assets and with no 
superficial equipment whatsoever. His 
achievement radiates inspiration for 
every earnest-minded beginner with 
sound ideals, a serious purpose and a 
dauntless will to gain his life’s objectives. 





Problems in Bank Credit 


By M. E. RoBERTSON 


THE BANKERS MAGAZINE has secured the services of a capable credit man to 
answer the inquiries of readers on current problems of the credit manager. Questions 
of general interest to credit men and bankers will be answered and only the initials of 
the persons asking the questions will be used. In case the question is not one of 
particular interest to bank credit men as a whole or is one which has been answered 
before, a reply will be made by mail. 

In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 
editor to draw the proper conclusion. Inquiries should be addressed to the Editor, 
Bank Credit Problems, THE BANKERS MAaGazINE, 71-73 Murray Street, New York. 


UESTION: Will you please advise 

as to what information one must 
have in addition to a trial balance in 
order to prepare a balance sheet? 


W.E.R. 


ANSWER: In addition to the in- 
formation in the balance sheet, the in- 
formation most ordinarily required is: 

Merchandise inventory at the close 
of the period. 

Inventory of such items as supplies, 
unexpired insurance, etc. 

We have covered the preparation of 
the balance sheet from trial balance 
previously, but in the event that you 
may be interested in additional data, 
we will be glad to endeavor to furnish 
it to you. 


QUESTION: When a company is 
purchasing merchandise under letters of 
credit what particular points should be 
covered in information to be received 
concerning them? I have in mind, par- 
ticularly, information to be received from 
the bank on account of the company 
itself. E. C. B. 


ANSWER: The main point of in- 
formation to secure is the manner in 
which the company secures possession 
of the merchandise purchased under 
letters of credit. Merchandise so pur- 
chased is released by the bank issuing 
the letter of credit under various circum- 


stances and conditions. These vary from 
an absolute release of the merchandise 
to a very restrictive form of release 
which follows the merchandise through 
from the sale to the collection of pro- 
ceeds. In the case of the absolute release, 
the bank practically extends the customer 
credit upon his own note or promise. 
With the restrictive form, the bank has 
a lien on the merchandise and is secured 
by such a lien. The absolute release is 
the most desirable for all creditors ex- 
cept the bank, the restrictive release 
makes the bank a secured creditor. 


QUESTION: I appreciate very much 
the information you have so kindly sup- 
plied me in your letter of the fifteenth. 
It, however, brings to mind another 
question. On the surface it would 
appear that the person subscribing to 
or buying bank stock at $100 par would 
have an advantage over the one buying 
it at a premium. They would both re- 
ceive the same rate of dividend, but with 
a different outlay of capital. That is 
to say, one would get his $3 dividend 
without putting up the $60 for surplus 
and organization expenses. LET 


ANSWER: It is true that a person 
subscribing to bank stock at its par value 
of $100 would have an advantage over 
a person subscribing to stock of the same 
bank at $160 per share. If stock of a 
new bank just organizing was .sold at 
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various prices, the person paying the 
highest price would be the one treated 
most unjustly. I question whether stock 
was ever offered upon such a basis, it 
being the practice to make the original 
offering of stock to persons at one price. 
If the stock is originally offered at $160 
per share and after offering the entire 
issue the market value of the stock 
fluctuates either up or down, it has no 
bearing whatsoever upon the capital 
structure of the bank. Money cnce paid 
into the bank on original subscriptions 
fixes the capital and surplus of the bank 
and later fluctuations of the market 
value have no bearing thereon. If stock 
of a bank is offered at $160 per share 
and a person was given an allotment at 
the time of the original subscription, he 
would receive identically the same divi- 
dend as some person going into the 
market later and buying the stock at 
its market value from someone desiring 
to sell, regardless of what the price 
might be. If, at some later date, rights 
are issued and a person is given the right 
to subscribe at a certain fixed value, 
this value regulates any changes in the 
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capital structure of the bank, but the 
price at which the rights might sell at 
the market and later fluctuations of the 
stock do not affect the capital of the 
bank one way or the other. I trust this 
will make the point clear. 


QUESTION: I have noted a number 
of times that analysts give particular 
consideration to the cash item in a 
statement when making analysis. What 
weight should be attached to this item? 

M. O. H. 


ANSWER: We have never empha: 
sized the cash position in discussing 
analysis of statements. Some analysts 
dwell upon it, but it is our belief that 
the experienced credit man is not in 
terested in lengthy comment concerning 
the cash item when he reads a statement 
analysis. Many may draw cash down 
to reduce debts, realizing that an equal 
amount off both sides of the statement 
improves the current ratio and that 
current ratio is more important than 
cash position. In some lines, cash posi- 
tion varies more greatly than in others 
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and it is not in a sense the same as 
accounts receivable or merchandise, but 
may be subject to a more rapid change, 
particularly downward. In some states 
it is the writer’s impression that cash 
balances are taxable, hence, another 
reason for drawing cash down. It is 
our belief that the ratio of the total of 
cash and accounts receivable to current 
debts is a far more interesting and im- 
portant one. 


QUESTION: We received a state- 
ment the other day which was set up 
on the liabilities side as follows: 


Capital stock 
Accounts payable 
Reserves 


$ 5,000.00 


16,564.98 
14,686.27 


Total liabilities 
Net worth 


$31,251.25 


Would you please advise as to the 
correct set-up of this portion of the state- 


ment and as to whether or not capital 
stock should be regarded as a liability? 


F.C. M. 

ANSWER: The set-up of the por- 

tion of the statement shown should be 
the following: 


Accounts payable 


$ 8,364.98 


Total liabilities 8364.98 


3,200.00 
5,000.00 
14,686.27 


Reserves 
Capital stock 
Surplus 


$31,251.25 


Capital stock is not a liability, but 
represents a portion of the owners’ 
equity in the business. The stockholders 
are the owners of the business and as 
such cannot be regarded as creditors of 
the business. The ownership of the 
business carries the risks and hazards of 
the business and comes after all lia- 
bilities. 





$0 MANY BANKS ARE MEET- 
ING THEIR CLIENTS WISHES 
IN THIS MATTER OF CHECKS 


It is only natural that business men like to use checks of good appearance 
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CONSOLIDATION OF TRUST 
COMPANY AND NATIONAL 
BANK—RIGHT TO CON- 
TINUE AS EXECUTOR 


Ex parte, Worcester County National 
Bank of Worcester, United 
States Supreme Court, 49 
Sup. Ct. Rep. 368 


HE decision of the United States 

Supreme Court in the Worcester 

County National Bank ‘Case has 
been awaited with interest. 

Briefly this case holds that Sec. 3 
of the McFadden Act of February 25, 
1927, providing for the consolidation 
of a state bank or trust company with 
a national bank in the same county, 
under the charter of the national bank, 
is valid and constitutional. The court 
further holds that Sec. 3 of the jMc- 
Fadden Act, in so far as it authorizes 
the national bank to succeed to the 
right of the state bank, to act as ex- 
ecutor, trustee, or in any other fiduci- 
ary capacity, is ineffective, at least in 
the State of Massachusetts. 

This is because tthe McFadden Act 
specially provides that: “No such con- 
solidation shall be in contravention of 
the law of the state in which such bank 
is incorporated.” The court holds that 
the authorization for the national bank 
to continue to act as executor, or in 
some other fiduciary capacity, in place 
of the trust company is contrary to 
Chap. 172, Sec. 44 of the General 
Laws of (Massachusetts. This statute 
provides that the charter of a trust 
company, which consolidates or merges 
with another bank, will be void except 
for the purpose of discharging existing 
obligations. { 

The facts in this case show that the 
Fitchburg Bank and Trust Company 
was appointed by the Probate Court 


executor of the will of Julia A. Legnard 
on April 21, 1926. On June 27, 1927, 
the Fitchburg Bank and Trust Com- 
pany consolidated with the Merchants’ 
National Bank of Worcester under 
Sec. 3 of the McFadden Act, the con- 
solidated bank taking the name, Wor- 
cester County National Bank. Later 
this bank undertook to file an account 
as executor of the Legnard Estate cov- 
ering the period from April 21, 1926, 
to February 9, 1928. The court re- 
fused to receive the account and the 
bank thereupon filed its petition for 
leave to render the account. 

Under the statutes above referred to, 
it was held that the bank had no right 
to act as executor of the Legnard Es- 
tate and was entitled to account only 
as executor de son tort; that is, it could 
account for its transactions only as an 
executor which had acted as such with- 
out authority. In order to act as ex- 
ecutor legally it would first have to 
apply to the court and be appointed. 

Many questions concerning the right 
to act as executor, administrator, trustee, 
guardian, or in some other fiduciary 
capacity, are bound to arise. These 
questions will largely depend upon the 
statutory provision in the states in 
which they arise. 

It might help to clear up the situa- 
tion, at least so far as executorships 
are concerned, if provisions in wills 
nominating executors were so worded 
as to make it possible for the successor 
to the bank to act in the event of 
merger or consolidation. The form and 
validity of such a clause in a will are 
matters which, of course, should in 
each instance be referred to local 
counsel. 

The following paragraphs are quoted 
from the court’s opinion: 

“In passing on this appeal, we must 
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observe that, in determining the policy 
of a state from its statutes and their 
construction, we of course follow the 
opinion of the state court, except as it 
may be affected by the Federal Con- 
stitution. When, therefore, the state 
court holds that an executor, to act as 
such in the state, must be appointed by 
the probate court, this court must re- 
spect that conclusion and act accord- 
ingly; but, when the question arises as 
to what is the proper interpretation and 
construction of Federal legisiation, this 
court adopts its own view. 

“Tt is very clear to us that Congress, 
in the enactment of section 3 of the 
Act of February 25, 1927, was anxious 
even to the point of repetition to show 
that it wished to avoid any provision 
in contravention of the law of the 
state in which the state trust company 
and the national bank to be consolidated 
were located. So strongly manifest is 
this purpose that we do not hesitate 
to construe the effect of section 3 in 
Massachusetts to be only to transfer 
the property and estate from the trust 
company to the national bank to be 
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managed and preserved as the state 
law provides, for administration of es- 
tates, and not to transfer the office of 
executor from the state trust company 
to the succeediug national bank. As 
this requires another judicial appoint- 
ment by a probate court, it would be- 
come the duty of a consolidated na- 
tional bank, after the union, immedi- 
ately to apply for the appointment of 
itself as executor, subject to the ex: 
amination and approval of the proper 
probate court. Because of the interest 
of the national bank in all of the assets 
of the trust company, including the es 
tate at bar, transferred to its custody, 
the bank would seem to have a right 
to make such an application to the pro- 
bate court and await the action of that 
court. If, on the other hand, it 
assumed improperly that it was made 
an executor by the mere*consolidation, 
and held the transferred property as 
such, it must be held to have become 
an executor de son tort and should 
bring the assets before the probate 
court and proceed by proper applica: 
tion to secure the appointment of a 
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legal executor by the court, as pointed 
out by the Supreme Judicial Court of 
Massachusetts in this case and in Com- 
monwealth-Atlantic National Bank, 261 
Mass. 217, 158 N. E. 780, and Com- 
monwealth-Atlantic National Bank, 249 
Mass. 440, 144 N. E. 443. 

“These views lead us to agree with 
the conclusions of the Supreme Judicial 
Court in respect to the legality of the 
consolidation of the trust company and 
the national bank, and only to differ 
from it in its construction of section 3, 
by which it would hold that section 
unconstitutional under the Constitution 


of Massachusetts, and so under the - 


Constitution of the United States. 

“We think section 3 enjoins upon 
the national bank complete conformity 
with the Massachusetts law in its con- 
duct of estates of deceased persons 
when acting as trustee or administrator 
thereof. 

“The Supreme Judicial Court refers 
in its opinion in this case to that of 
Commonwealth-Atlantic National Bank 
of Boston, 261 Mass. 217, 158 N. E. 


780, as showing that the consolidated 
bank in this case could not act as ex- 
ecutor. In that case a state trust com- 
pany was appointed by the probate 
court as trustee under wills in two 
cases and as conservator of property in 
a third. It qualified by giving bond, 
and for some time held and adminis- 
tered the property as fiduciary. There- 
after it was converted into a national 
bank, which still later was consolidated 
with another national bank. No new 
appointment as trustee was made by 
the probate court. The consolidated 
national bank petitioned for allowance 
of accounts as fiduciary. The court 
held that, while the accounts were ac- 
curate and complete, the consolidated 
bank was not a duly appointed fiduciary 
merely by virtue of the original ap- 
pointment of the state trust company, 
and could only account de son tort. 
The court relied on Commonwealth- 
Atlantic National Bank of Boston, 249 
Mass. 440, 144 N. E. 443. There a 
state trust company was named as ex- 
ecutor in a will. Thereafter it became 
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converted into a national bank, which 
still later was consolidated with another 
national bank. The testator having 
died, the consolidated national bank 
petitioned for the issuance of letters 
testamentary to it as the executor 
named in the will. The court held 
that it was not the executor named 
therein, and that the designation of 
the state trust company as executor did 
not confer on it a property right pass- 
ing to its successor, the consolidated 
national bank. 

“The court in both Commonwealth- 
Atlantic Bank Cases accepted the effect 
of the decisions in First National Bank 
of Bay City v. Fellows, 244 U. S. 416, 
37 S. Ct. 734, 61 L. Ed. 1233, L. R. 
A. 1918C, 283, Ann. Cas. 1918D, 
1169, and Burnes National Bank of 
St. Joseph v. Duncan, 265 U. S. 17, 
44 S. Ct. 427, 68 L. Ed. 881, the 
latter holding that national banks may 
act as executors in a state where state 
trust companies have that privilege. 
The court in 249 Mass. said: “We ac- 
cept, as we are bound to accept, that 
principle in all its amplitude and with 
all its implications,” but said that ‘that 
principle does not reach to the facts 
here presented.” There was _ similar 
language in 261 Mass. The Supreme 
Judicial Court did not then hold, and 
has not held, that a probate court of 
Massachusetts may not appoint a na- 
tional bank, otherwise qualified, to be 
executor, administrator, or trustee, if 
it approves one as such. In construing 
section 3, we think it to be in con- 
formity therewith for the national bank, 
after consolidation, to apply to the 
Massachusetts probate court for ap- 
pointment as a succeeding fiduciary to 
carry on the duties. In the present 
case, no such appointment has been 
made by the probate court. 

“Under the Massachusetts authorities 
as already cited the bank, in attempt- 
ing in this case to act as executor, has 
become an executor de son tort, and 
that situation must be disposed of in 
accordance with the laws applicable 
in Massachusetts to such a situation. 
Clabburn v. Phillips, 245 Mass. 47, 


139 N. E. 498. When the executor 
de son tort has been released, it would 
seem that application might be made 
to the probate court for appointment 
of the national bank as executor to 
close the estate. It seems to us that 
our construction of section 3 of the 
Act of 1927, in differing from, that of 
the Supreme Judicial Court of Massa- 
chusetts, makes it possible by the ap- 
pointment of the probate judge, if he 
approves, to enforce the requirements 
which the laws of that state impose in 
the execution of such trusts, and still 
preserve the constitutional effectiveness 
of section 3. 

“This result requires us to affirm the 
dismissal of the petition of the Wor- 
cester County National Bank in seek- 
ing to render the first and final account 
of the Fitchburg Bank and Trust Com- 
pany as executor of the last will and 
testament of Julia A. Legnard, de- 
ceased, and its own account as executor 
of her will, but to remand the cause to 
the probate court for a proceeding by 
the petitioner as executor de son tort, 
and for such further proceedings as it 
may be advised and as are permissible 
by the laws of Massachusetts and the 
statutes of the United States not in- 
consistent with this opinion.” 


ACCOUNTANTS NOT LIABLE TO 
ONE WHO LOANS IN RE- 
LIANCE ON INCORRECT 
BALANCE SHEET 


Ultra Mares Corp. v. Touche, New 
York Supreme Court, June 
13, 3929 


Public accountants, who prepare a 
balance sheet for a corporation, will 
not be liable to one who loans money 
to the corporation in reliance on the 


balance sheet and loses it. This is so 
even though the accountants do their 
work negligently and the balance sheet 
indicates that the corporation is in a 
solvent condition, whereas the corpora: 
tion is actually insolvent. 

This would seem to be an important 
decision to banks and others who, in 
loaning money, rely to a certain ex’ 
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tent upon the financial statement of the 
borrower. 

The legal theory underlying this de- 
cision is that there is no “privity” be- 
tween the accountants and persons 
other than the one for whom the work 
is done. The accountants make their 
contract with their client and they are 
responsible to him alone. If the client 
displays the balance sheet to a third 
party and that party chooses to advance 
money in reliance on its correctness, 
he makes that advance on his own re- 
sponsibility, at least so far as the ac- 
countants are concerned. If the party 
making the loan had employed the ac- 
countants to audit the borrower’s books, 
there would be a contractual relation 
between the lender and the accountants 
and they would be liable to him, if 
their work was incompetently done. 

It can be said that when a corpora- 
tion requests a firm of accountants to 
audit its books and to prepare a bal- 
ance sheet, the accountants know that 
the corporation will in all probability 


use the balance sheet for the purpose 


of establishing credit. It can be argued 
from this, with plausibility, that the 
accountants should be held liable to 
one who, to his loss, extends credit in 
reliance on the correctness of the bal- 
ance sheet. The answer is that, in 
New York at the present time, the 
law is the other way and liability of 
this kind is not imposed. 

The opinion of the court follows: 

“This action was tried before the 
court and a jury and resulted in a 
verdict for the plaintiff. Motions were 
made at the close of the plaintiff's case 
and again at the conclusion of the trial 
to dismiss the complaint upon which 
decision was reserved. After the rendi- 
tion of a verdict a motion was made 
to set same aside, as to which decision 
also was reserved. 

“Defendants are public accountants. 
In February of 1924 they were em- 
ployed by Fred Stern & Company, 
Inc., (hereinafter referred to as Stern) 
to audit its books and prepare a bal- 
ance sheet as of December 31, 1923. 
The audit was made and the balance 


sheet prepared. Attached to the bal- 
ance sheet was a certificate of defen- 
dants attesting to their examination and 
certifying that the balance sheet was 
in accordance therewith and _ repre- 
sented in their opinion a true and cor- 
rect view of Stern’s financial condi- 
tion as of December 31, 1923. De- 
fendants negligently performed their 
work. The balance sheet prepared by 
them was incorrect and showed Stern 
to be a going concern with assets greatly 
in excess of liabilities, whereas had de- 
fendants’ audit been carefully made the 
balance sheet would have shown that 
Stern was insolvent. Defendants were 
not informed by Stern that the bal- 
ance sheet was to be used by it for 
any particular purpose or that the 
same was to be presented to any 
particular person or persons. They 
knew generally that the same would 
be used by Stern to evidence its finan- 
cial condition; that it probably would 
be exhibited to banks or to creditors 
or to stock brokers or purchasers or 
sellers; that balance sheets prepared by 
auditors are used for the purpose of se- 
curing credit and that the balance sheet 
furnished by them might be used by 
Stern to extend loans, secure credit 
and to induce banks and others to 
advance money to it; also that lenders 
to whom Stern might apply for loans 
would probably rely on the balance 
sheet as indicative of its financial con- 
dition. Beginning in March, 1924, and 
continuing for the balance of the year 
the plaintiff advanced to Stern large 
sums of money relying upon the cor- 
rectness of the balance sheet prepared 
by defendants. In the latter part of 
1924 Stern was adjudged a bankrupt. 
Some of the moneys so advanced were 
not repaid to the plaintiff. It is to re- 
cover the amount of these unpaid ad- 
vances that this action was brought. 
“Negligence is not actionable unless 
there is a breach of duty owing by 
defendants to plaintiff. There must 
exist between the party inflicting the 
injury on the one injured some privity 
by contract or otherwise by reason of 
which the former owes some legal duty 
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to the latter. Contractually, defen- 
dants owed no duty to plaintiff be- 
cause no such relationship existed be- 
tween them, nor was there such privity 
between the plaintiff and the defen- 
dants as to impose upon the latter a 
liability to the former for their negli- 
gence in performing their contract ob- 
ligation with Stern. While in this 
state a party may sue on a contract 
made expressly for his benefit, though 
he is not party thereto, the doctrine has 
not been extended so as to place upon 
the promisee under a contract a duty 
to all who either potentially or inci- 
dentally may be beneficiaries thereof. 
The doctrine of beneficial interest is 
recognized as an exception to the rule, 
which proceeds on the natural pre- 
sumption that a contract is intended 
for the benefit of those who are parties 
to it, and therefore before a stranger 
can avail himself of its benefits he must 
at least show that it was intended for 
his direct benefit. The right of the 
beneficiary to sue on contracts made 
for his benefit is confined to a limited 
class of cases (Scaver v. Ransom, 234 
New York 233) in which this neither 
categorically nor in principal is in- 
cluded. To hold that defendants’ duty 
extended not only to Stern, but to all 
persons to whom Stern might exhibit 
the balance sheet and who would act 
in reliance thereon, would compel de- 
fendants to assume a potential liability 
to practically the entire world. The 
law does not go so far, but limits the 
liability to those for whose direct bene- 
fit, to defendants’ knowledge, the work 
for Stern was performed (Savings Bank 
v. Ward, 100 U. S. 195; Day v. Rey- 
nolds, 23 Hun 131; Glawatz v. Peo- 
ples Guaranty Search Co., 49 A. D. 
465; Derry v. Peek L. R., 14 App 
Cas. 337; Le Lievre v. Gould, 1 Q. B. 
491; National Wire & Steel Co. v. 
Hunt, 312 Ill. 245). 

“The cases relied on by plaintiff are 
no authority to the contrary. In Glan- 
zer v. Shepard (in 233 N. Y. 236) 
plaintiff, to defendant's knowledge, was 
a direct beneficiary of the work per- 
formed by defendant. So also in the 


cases in other jurisdictions where lia- 
bility has been fastened on abstracters, 
notaries, inspectors, etc., for negli- 
gently furnishing a certificate or per- 
forming work, it has invariably been 
shown that the work was to be per- 
formed or the certificate made to the 
knowledge of the one performing the 
work or issuing the certificate; that the 
same was for direct use and benefit of 
the injured persons (Economy Build- 
ing & Loan Ass’n v. West Jersey Title 
Guaranty Co., 64 N. J. L. 27; Denton 
v. Nashville Title Co., 112 Tenn. 320; 
Murphy v. Fidelity Abstract & Title 
Co., 114 Washington 177; Western 
Loan Co. v. Silver Abstract Co., 31 
Mont. 448). 

“International Products v. Erie R. R. 
(244 N. Y. 331) merely holds that a 
negligent statement when acted upon 
by one to whom a duty is owing may 
be the basis for the recovery of dam- 
ages. McPherson v. Buick Motor Co. (in 
217 N. Y. 382) is an extension of the 
doctrine of Thomas v. Winchester 
(6 N. Y. 397) as liberalized by Devlin 
v. Smith (89 N. Y. 470) and Statler 
v. Ray Manufacturing Co. (195 N. 
Y. 478). 

“The rule in these cases is that a, 
person supplying goods or machinery 
which may be used by others, which 
articles were negligently made, are rea- 
sonably certain to place the lives and 
the limbs of others in peril, is under a 
duty to make same carefully, and the 
right to enforce liability for the manu- 
facturer’s negligence is not confined to 
the immediate buyer, but extends to 
the persons or class of persons 
for whose use the thing is sup’ 
plied. Liability in such cases is 
held to rest not upon a contract or 
direct privity between the manufac- 
turer and the persons iniured, but upon 
the general duty which the law im- 
poses on everyone to refrain from do- 
ing that which is dangerous to lives 
and limbs of others. This doctrine has 
not been extended beyond personal in- 
jury cases. As defendants were under 
no duty to plaintiff, no cause of action 
against them has been established, and 
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hence the complaint must be dismissed. 
This determination renders unnecessary 
a consideration of the other grounds 
urged by defendant to set aside the 
verdict.” 


FORGED SIGNATURE ON NOTE 
NOT PROTECTED BY 
FORGERY POLICY 


Grange Trust Co. of Huntingdon, Pa., 
v. American Surety Co. of New 
York, United States District 
Court, 30 Fed. Rep. (2d) 445 


A bankers’ blanket forgery and al- 
teration policy, protecting a bank 
against loss through the payment of 
any note upon which the signature of 
an indorser is forged, does not cover 
a note on which the signature of a 
person who signs below the maker's 
name is forged. Whatever may have 
been the understanding between the 
parties to the note, a person so signing 
is a co-maker and not an indorser, so 
far as the meaning of the insurancz 
policy is concerned. 


In this case it appeared that the de- 
fendant insurance company issued a 
bankers’ blanket forgery and altera- 
tion policy protecting the plaintiff 
bank from certain forgery and altera- 
tion losses to the extent of $5000. 

Paragraph B of the policy protected 
the bank against loss through the pay- 
ment of any promissory note upon 
which the signature of any indorser 
should be forged. This paragraph 
reads as follows: 


“B—Of any check, certified check 
or draft drawn upon the insured bank, 
or of any promissory note, or domestic 
trade acceptance or bank acceptance 
payable at the insured bank, or of any 
certificate of deposit issued, or of any 
bank acceptance made, by the insured 
bank, which shall have been raised or 
altered in any respect, or upon which 
the signature of any indorser shall have 
been forged.” 


While the policy was in force the 
plaintiff bank discounted a note of 
which the following is a copy: 
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Huntingdon, Pa., May 12, 1927. 
“$3700. 

“10 days after date I, we or either 
of us, promise to pay to the order of 
the Grange Trust Company _ thirty- 
seven hundred and 00/100 dollars at 
the Grange Trust Company, Hunting- 
don, Pa., without defalcation, value re- 
ceived. And further do hereby em- 
power any attorney of any court of 
record within the United States or else- 
where to appear for —— and after one 
or more declarations filed, confess 
judgment against me, or either of us, 
as of any term for the above sum with 
costs of suit and attorney’s commission 
of five per cent., for collection and 
release of all arrears, and without stay 
of execution and inquisition and ex- 
tension upon any levy on real estate is 
hereby waived, and condemnation 
agreed to and the exemption of per- 
sonal property from levy and sale on 
any execution thereon, is also ex- 
pressly waived and no benefit of ex- 
emption be claimed under and by vir- 
tue of any exemption law now in force 
or which may hereafter be passed. 

“Leon G. Myers [Seal.} 
“J. L. Westbrook [Seal.}” 


The bank was unable to collect on 
this note because of the subsequent in- 
solvency of Myers and because it was 
thereupon discovered that the signature 
of Westbrook was a forgery. 

In holding that this loss was not 
protected by the policy and that the 
plaintiff could not recover the court 
said: 


“The serious question of law raised 
in the affidavit of defense is whether 
the name of J. L. Westbrook appear- 
ing on the note in question as a joint 
maker must be considered, under the 
contract of insurance and pleadings in 


this case, as a maker or as an indorser. 

“Paragraph B of the policy of in- 
surance, ‘on which the plaintiff relies 
for recovery in this case, insured the 
plaintiff bank against a forged indorse- 
ment on any promissory note. On the 
face of the note in question, which is 
made a part of the plaintiff's statement, 
the forged signature clearly appears as 
the signature of a joint maker. The 
signature appears below the name of 
Leon G. Myers, the maker of the note 
in question, and at the place provided 
for the makers of the note. The lan- 
guage of the note, ‘I, we, or either of 
us, promise to pay, is the language of 
makers and not of indorsers. In fact, 
on the face of the note, the name of 
J. L. Westbrook appears as a maker, 
and cannot be held, under any consid- 
eration, as an indorser under either the 
common or legal understanding of the 
term ‘indorser.’ 

“The plaintiff contends that one may 
become an indorser of a note by sign- 
ing his name on the face of the instru- 
ment, as well as on the back of the in- 
strument, where by such signing the in- 
tention and understanding of the parties 
are that the signing is to be an indorse- 
ment and not the making of the note. 

“There may be cases in which, be- 
tween the parties, the signature on the 
face of the instrument and at the place 
provided for the makers may be held 
an indorsement, but in such cases it 
must be shown that it was the inten- 
tion of all parties that the signing on 
the face of the instrument and at the 
place provided for the makers was in- 
tended as an indorsement. 

“The plaintiff's statement contains 
no allegations showing that there was 
such an understanding, and furthermore 
such understanding between Myers and 
the bank could not affect the defendant 
insurance company.” 
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Germany’s Economic Future 


The Weaknesses of Germany’s Financial Position and Her Future 
as a Market and as an Exporter 


By HERMANN FISCHER 


President of the Hansa League of Trades, Commerce and Industry and 
Member of the Reichstag 


of the German politician, still less 

of the German political economist. 
On the contrary, German political econ- 
omists are perfectly aware of the fact 
that to overcome the economic difficulties 
experienced in Germany today the 
greatest energy and optimism are neces- 
sary. This optimism must be based on 
sound and clear insight and knowledge 
of the best means of improving the eco- 
nomic condition of the world. To under- 
estimate the dangers that threaten Ger- 
many’s economic conditions would be 
most disastrous, not only for Germany 
herself, but for the world at large which 
has its own interest in Germany’s organic 
and progressive development. But the 
foreign countries should also keep in 
view the important role Germany’s eco- 
nomic position plays, and should help 
to keep up optimism by showing her 
their trust and belief in her. 

In 1928—especially at the beginning 
of the year—Germany was hopeful that 
the steadiness of the home market—a 
consequence of the coal miners’ strike 
in England in 1926—would become 
general. Today, in 1929, Germany 
realizes that this expectation was futile, 
and the hopes which she then enter- 
tained for a reorganization of her trade, 
finance and social politics, have been 
bitterly disappointed. Such a reorgani- 
zation of Germany’s economical condi- 
tions is an absolute necessity for con- 
tinual improvement in the profits of 
production. In the other countries, too, 
reorganization is a necessary and pro- 
tective duty. This necessity was not 
taken into consideration by the inter- 
national political economists (in a mani- 
festo in October, 1926). In Germany's 


Parte Ge is not a characteristic 


dificult economic position it is of the 
greatest importance that all hindrances 
must be avoided in order to strengthen 
Germany’s economic position. Only in 
this way can the detrimental effects of 
an unfavorable change in markets be 
reduced to the smallest measure. 


TAX REVISION NEEDED 


If Germany’s productive power is to 
continue, and to the foreign countries 
it is of the greatest interest that it 
should, first of all Germany's tax system 
must be revised. Rising taxes make 
prices rise because expenses in general 
rise, the more so as the expenses must 
be carried by a smaller turnover than 
before the war. The higher sales real- 
ized by most of the German enterprises - 
before the war prevented taxation, which 
was far less then, from being felt to the 
extent that it is today, with fewer sales 
and higher taxes. Decisive measures to 
simplify German taxation laws are held 
to be necessary, not only by German tax 
and finance experts, but by foreign ex- 
perts and reparation officers as well. 

In Germany’s depressing economic 
condition there are many dark spots. 
The difficulties of her industry are well 
known. For instance, Schmalenbach’s 
expert opinion on German coal mining, 
which received much notice in foreign 
countries, shows clearly with what great 
losses the mining industry has to reckon. 
It must, however, be admitted that coal 
mining in foreign countries is in any- 
thing but a favorable condition, and 
should not these distressing conditions, 
which are the same in all countries, tend 
to an exchange of opinions covering an 
international agreement? German iron 
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and steel industries too are in a rather 
precarious condition, and owing to the 
enormous financial burdens they have to 
carry, it is hard for them to compete in 
foreign markets. German textile in- 
dustry, as well as leather, and boot and 
shoe manufacturers are also in a critical 
position. The following facts are evi- 
dent: the German home market is al- 
ready overflowing with goods, sales are 
too slow and the export trade is too 
hampered by an overflow of stock. 
Owing to high taxes there is danger of 
this stock having to be sold at reduced 
prices (in order to meet tax payments) 
which of course would be most injuri- 
ous to business. 


THE INDUSTRIAL MIDDLE CLASS 


The distressing condition of Ger- 
many’s industrial middle class is caused 
rather by wrong legislation on political 
economy, trade, finance and taxation, 


than by the revolution in Germany’s 
economic system, after the war. 

How great the burden on the indus- 
trial middle class is may be seen from 
the fact that the trade license in 1912- 
14 in the German states brought in about 
162,000,000 reichsmark, but in 1925-26 
they had to raise 821,000,000 reichs- 
mark. The municipal corporations re- 
ceived from the trade license in 1913-14 
nearly 1,613,000,000 reichsmark; in 
1925-26, 4,710,000,000 _ reichsmark: 
Principally, it was high taxation which 
hampered the middle class in overcom- 
ing the difficulties which the economic 
changes had caused them to face. 

Even foreign countries must realize 
that an important factor in world econ’ 
omy would be deliberately destroyed if 
the burden of still higher taxes were laid 
upon the shoulders of the German 
middle class. There can be no question 
of a higher taxation; on the contrary, 
there must be a general lowering of tax- 
ation. 


AGRICULTURE 


It is the same with German agricul- 


ture. The burden has mounted high. 
For instance the taxes imposed by the 
states in land and building duties alone 
in 1913-14 were nearly 266,000,000 
reichsmark and in 1925-26 3,288,000,- 
000 reichsmark. Nor is there any 
prospect of a higher revenue in agricul- 
ture. On the contrary, a close examina- 
tion has shown that the taxes on agricul- 
ture must be lowered. 

A strengthening of Germany’s econ’ 
omy in all its branches and, to provide 
against an  unpropitious change in 
markets, the shadow of which even now 
darkens the horizon, the guarantee for 
a permanent improvement in earnings 
are all necessary for Germany’s eco 
nomic, industrial and agricultural in- 
terests, for its commerce, and for its 
artisans and working classes generally. 
In this way alone can Germany's recon: 
struction and progress, and with it the 
restoration to a sound financial basis of 
world economy, be made possible. 
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Foreign Buying of British Shares 


{From the London Times} 


British enterprises at home and 

abroad have sold their businesses to 
American capitalists, the compelling 
motive being the temptation of a high 
price. Many people regard the action 
of the directors and shareholders of 
these companies as short-sighted, and 
as the disposition of American capitalists 
to absorb other British enterprises seems 
to be growing an increasing number of 
British companies have lately taken steps 
to check the peaceful penetration of 
American capital. Some companies have 
elected to do this by limiting foreign 
ownership of their capital to a minor 
proportion of it, say 25 per cent.; others 
have preferred to put no limit whatever 
upon the amount of capital that may be 
held by foreigners, but, by depriving 
them of all voting power, have sought 
to prevent them from ever acquiring 
control; while one company, 60 per cent. 
of whose capital had fallen into Ameri- 
can hands, adopted the novel device of 
creating a large amount of new shares 
which could be held by British citizens 
only, and when issued would reduce the 
percentage of capital held by Americans. 
The question whether or not it is desir- 
able to limit or restrict foreign invest- 


I the last year or two a number of 


ment in British companies, and if so in 
what way, is likely to increase in im- 
portance, for since the war the United 
States has become an important creditor 
country, which is willing and anxious 
to invest abroad. At first, American 
investors, being new to foreign invest- 
ment, showed a disposition to buy only 
such high-grade securities as bonds. 
This was a fortunate development, for 
without American capital the financing 
of European reconstruction would have 
been very difficult and expensive, while 
many countries formerly dependent upon 
Europe for capital would have suffered. 
Lately domestic money difficulties have 
caused a suspension of bond issues, but 
a strong liking has been developed for 
equities, especially the equities of public 
utility or semi-utility companies. It is 
important to note that the buying of 
ordinary shares (or equities) is not on 
behalf of thousands of individual Ameri- 
cans who have suddenly begun to think 
alike, but on the part of powerful 
groups. Their buying is organized, and 
its deliberate purpose is the acquisition 
of complete control of the companies. 
Dividends, actual and potential, are only 
a part of the reward they seek: the 
other part is trade. That is to say, in 
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buying a British concern regard is had 
not only to the company’s dividends, but 
also to its trade value. 


FREEDOM OF CAPITAL MOVEMENT 


In principle it is obviously undesirable 
to limit the inflow of foreign capital into 
the country, especially at a time when 
it is scarce and dear. Further, Great 
Britain, the greatest foreign investing 
country, with world-wide interests, 
should be the last to discriminate against 
foreign capital, for her flanks are ex- 


posed in every direction to retaliatory 
action. Again, a country which aspires 
to leadership in finance would obviously 
lose prestige and confidence if it imposed 


limitations upon foreign 
capital or irksome disabilities upon 
foreign investors. Moreover, American 
capitalists, to obtain control of British 
companies, have to pay a high price; 
in one case their buying doubled the 
price of a company’s shares. If £100,- 
000,000 of capital in British companies 
were sold for £200,000,000 British 
investors would have £200,000,000 
to embark upon fresh _ enterprises. 
Obviously, in buying these businesses, 
the American purchasers think they 
can run them better than we run them 
ourselves; if their anticipations were 
fulfilled there would be an economic 
gain to the country—namely, a higher 
eficiency—which would bring more 
trade and employment in the long run. 
If unfulfilled, these enterprises could 
be bought back at a lower price than 
was paid for them, as in fact happened 
in one case. In any event the British 
investors would have capitalized the 
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unnecessary 


American anticipations, whether ful- 
filled or not. Therefore, in the face of 
it, it would seem short-sighted to impose 
limitations and restrictions upon foreign 
investment in British companies to the 
point of preventing foreigners from ac- 
quiring control. 


EXCEPTIONS TO THE RULE 


But the problem is not quite so simple 
as it would appear to be. Clearly, it 
would not be desirable for foreigners 
to control institutions like the Bank 
of England, the P. and O., Vickers- 
Armstrongs, or the Imperial Communi- 
cations Company, which have a value 
to the country’s trade and finance far 
beyond their dividend value to stock- 
holders. Likewise it is undesirable that 
foreigners should be allowed to buy 
British enterprises and transfer the trade 
abroad, thereby diminishing employ- 
ment in this country, which has. hap- 
pened in a number of recent cases. 
Even if millions of British capital were 
thereby released for fresh investment, it 
does not follow that that money would 
at once be invested remuneratively in 
fresh enterprise. It would take time 
to embark upon fresh ventures and to 
bring them to a profit-earning basis. 
Meanwhile a sudden and large addition 
to capital supplies might cause keen 
competition for existing securities and 
force up their price without bringing 
any additional income into the country. 


OWNERSHIP AND CONTROL 


The free international movement of 
capital has been of great benefit to the 
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world, and on broad economic grounds 
this freedom is undoubtedly desirable. 
But it is not necessary to deny the truth 
of the principle of freedom in order to 
admit that there are exceptions. Never- 
theless, a wide adoption by directors of 
any and every sort of company of power 
to restrict or limit foreign interest would 
seriously interfere with the principle of 
freedom and the free flow of capital. 
Therefore, the exceptions should be as 
few as possible. As we have pointed 
out, some companies put no restrictions 
upon the amount of foreign holdings, 
but deprive all foreign holders of voting 
rights. This method does not appear 
to limit the inflow of foreign capital, 
although, in fact, it has that effect, since 
the object of all the organized foreign 
buying is to obtain control. On the 
other hand, this method is open to the 


formidable objection that it divorces 
control from ownership. In the case of 
the General Electric, foreigners owned 
about 60 per cent. of the capital, but 
they held no voting rights. Neverthe- 
less, it was felt that morally they held 
control. The Stock Exchange has long 
enjoyed the distinction of providing the 
greatest international market for the 
liquefying of capital in the world, and 
in the past it has fought successfully 
against attempts by directors to restrict 
or interfere with the transfer of securi- 
ties for which it has provided a public 
market. It has all along been recognized 
that an arbitrary directorial power to 
stop transfers of securities once issued 
to shareholders is open to abuse, and 
might seriously depreciate the value of 
securities to the disadvantage of the 
owners. 
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Improvement in British Industry 


By WILLIAM L. Cooper 
United States Commercial Attache, London 


The 


ESPITE the uncertain monetary 
outlook and the disturbing effects 
of the general election, the British 

industrial position appears slightly better 
than it did a month ago. Unempioy- 
ment has diminished, largely through 
seasonal improvement in the building 
trades, but also through decreases in the 
shipbuilding, marine engineering, boot 
and shoe manufacturing, and the silk, 
rayon, and the lace industries. There 
is a seasonal decline in the demand for 
household coal, but industrial consump- 
tion of coal is increasing. The May re- 
turns for iron and steel production are 
expected to indicate a seasonal peak of 
activity; future demand in these lines 


From Commerce Reports, issued by the 
Bureau of Foreign and Domestic Commerce, 
United States Department of Commerce. 
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appears uncertain at this time. 
British monetary position is unsatisfac- 
tory, owing to the higher discount rates 
of other industrial countries and the in- 
fluence of the American money and 
stock markets. Commodity prices are 
lower in consequence of the compara- 
tively high money rates prevailing in 
the United Kingdom, and it is feared 
that a continuation of this condition 
will adversely affect production. Rail- 
way receipts and bank clearings show 
decreases. The money, stock, and capi- 
tal issue markets have been  over- 
shadowed by the general election. 


COAL TRADE FAIRLY GOOD 


The coal trade continued moderately 
active during May, although it has been 
below the level of earlier months. 
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GENERAL BANKING BUSINESS 


Reduced demand is causing somewhat 
lower prices and restriction of output in 
Wales and in Scotland; conditions are 
steadier in most other districts, espe- 
cially on the northeast coast. Negotia- 
tions are reported well advanced for 
further Welsh coal amalgamations, in- 
cluding plans to merge all Welsh patent- 
fuel works. Recent coal contracts in- 
clude 290,000 tons for the Swedish rail- 
ways, supplies for the Egyptian railways, 
and increased shipments to Australia. 

Iron and steel production has been 
steady, with good orders for structural 
steel, but demand for shipbuilding steel 
has fallen off slightly. The firmer 
tendency of continental prices is con- 
sidered as probably responsible for the 
recent increase of 5 shillings a ton in 
British prices. Business is quiet in the 
heavy forgings, castings, rails, and sheet 
trades. 

The engineering trades are steady, 
though unemployment is still heavy. 
Among the fairly active branches are 
textile machinery, hoisting machinery, 
machine tools, locomotives, and marine 
engineering, along with a decreased 
production in fabricated steel, prime 
movers, and boilers. Exports of ma- 
chinery are at a lower level. 

The production index of heavy elec- 
trical apparatus for April shows in- 
creased production for export, with a 
slight reduction in output for the do- 
mestic trade. The British Central Elec- 
tricity Board has placed further sub- 
stantial orders, and new inquiries are 
arising from the increasing electrification 
of industrial plants. 

The major metal trades have been 
quiet. There has been a broad tendency 


for production to exceed consumption, 
with the resulting weakness in prices 
causing renewed interest in various plans 
for control of production, particularly 
in tin; but definite progress in this direc- 
tion appears to be slow. 


CHEMICAL TRADES STEADY 


The chemical trades remain steady, 
with a good volume of business in in- 
dustrial and pharmaceutical chemicals 
and in crude drugs. Business in essential 
oils is less active. Turpentine is firmer 
as a result of reduced stocks, which now 
total less than 9000 barrels as against 
26,000 barrels a year ago. London 
turpentine deliveries during the first four 
months of 1929 totaled about 37,500 
barrels, as compared with 42,600 in the 
same period of last year. Reagent, 
synthetic, and fermentation grades of 
acetone will again become subject to the 
key-industry duty of 33 1/3 per cent., 
effective July 1. The lead-oxide con- 
vention, under negotiation for several 
months and now signed, includes British 
and European producers and fixes prices 
and sales quotas. 


GASOLINE IMPORTS HEAVIER 


The steady growth of gasoline im- 
ports and consumption is the feature of 
the petroleum trade; total imports of 
all petroleum products substantially ex- 
ceed the total of a year ago, lower crude- 
oil receipts being offset by larger imports 
of refined products. Russian sources 
claim much larger shipments to England, 
following the agreement with other 
marketing companies which was reached 
at the beginning of March. 
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The crude rubber situation is sub- 
stantially unchanged, with price fluctua- 
tion largely the result of speculative 
activity. A small decline in Malayan 
shipments indicates the possibility that 
restriction accumulations have now been 
moved off, but apparently production is 
continuing sufficiently above last year 
to offset increased consumption. Total 
London and Liverpool stocks on May 
25 amounted to 35,558 tons, showing a 
net decrease of 600 tons within four 
weeks. 


AUTOMOTIVE LINES ACTIVE 


The automobile and motorcycle in- 
dustries were more active during May, 
owing largely to the Whitsun holidays 


and the ideal weather conditions. Plant 
extensions during the last year are en- 
abling domestic manufacturers to fill 
rush orders with less difficulty than 
formerly, though leading light-car pro- 
ducers, principally the Morris and 
Austin companies, have been working 
to full capacity. Sales of medium- 
weight and heavy cars have increased, 
and the open-top sedans in these classes 
of vehicles are becoming very popular. 

Truck sales have been steady but the 
most active market in the commercial 
vehicle field has been for busses and 
coaches. Demand for the small luxury 
type bus is increasing from domestic as 
well as from foreign markets, and firms 
specializing in the manufacture of these 
types are well supplied with orders. The 
domestic motorcycle trade has been 
above the average for May, but some 
decline has taken place in certain foreign 
markets, notably in Germany and in 
Czechoslovakia. 
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The automotive selling season is ex- 
pected to continue later this year than 
usual in order to equalize the retarding 
influence of the general election on sales. 


SHOE AND LEATHER TRADE BETTER 


There is a slightly better tone in the 
leather market, as confidence in price 
stability appears to be slowly returning. 
Business continues to move steadily on 
a hand-to-mouth basis. The heavy leather 
section of the trade is quiet with de- 
mand for the cheaper selections and for 
substitutes. The upper-leather market is 
spotty, with calf and kid in the darker 
shades in demand. Shoe manufacturers 
are fairly active, but the total volume 
of business is well below that of a year 
ago. 


TEXTILE TRADE CONDITIONS 


The raw-cotton and _ cotton-yarn 
markets have been quiet, with British 
manufacturers buying small lots of yarn 
for moderate needs. Cloth business is 
slow. 

Raw-wool values are weak. London 
wool sales closed with a drop of 5 per 
cent. in values of fine wool. Buying is 
small, owing to uncertain prices. The 
wool-yarn market is correspondingly 
dull. Trouble over wage cuts is gradu- 
ally spreading. The dress-goods trade 
is unsatisfactory. 

Hosiery trade was difficult during the 
Whitsun holidays, but the hose section of 
the silk industry is very active. Recent 
orders for summer frocks, jumpers, 
jumper suits, and sleeveless coats are 
causing overtime working in the mak- 
ing-up sections. An increasing number 
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of looms are being turned to the making 
of cotton damask of the best grades. 
Trade in good-quality rayon yarn con- 
tinues satisfactory, both in turn-over and 
in prices. There is a brisk demand in 
cotton and rayon taffeta-structure fabrics 
in plain and printed styles. All rayon 
fabrics continue active. 


FOOD AND FEEDSTUFFS MARKETS 


Crop prospects were generally much 
improved during May, owing to more 
favorable weather conditions, especially 
in view of the unusually warm weather 
during the last half of the month; the 
outlook is good for cereals and pasture, 
apples, pears, and most summer fruits. 
The good weather has also helped trade 
in imported fresh fruits; apples, oranges, 
and grapefruit show market strength, 
and American winesaps and newtowns 
are commanding two shillings to three 
shillings a box more than a month ago. 
General run of Florida grapefruit is 
bringing from fifteen shillings to twenty- 
two shillings a case; selected varieties 
range up to forty- five shillings. Cali- 
fornia oranges are commanding from 
twenty shillings to twenty-five shillings, 
with select goods up to thirty-five. 

The quantity of American apples re- 
ceived during May was unusually heavy 
for the season, but total imports of 
apples were 20 per cent. under receipts 
a year ago, owing to smaller quantities 
from Australia. There were record re- 
ceipts during April and May of Ameri- 
can oranges and grapefruit. The first 
receipts of South African oranges 
showed improved quality; the total ship- 
ments for the season are estimated at 
1,250,000 cases. The market for Cali- 
fornia canned and dried fruit and for 
Hawaiian pineapples continues firm; spot 
stocks of the California goods are being 
cleared. 

Several British sugar-beet factories are 
now competing with old-established 
sugar refineries by continuing their 
Operation on imported raw material. 

The shortage of hogs in European 
countries has caused high prices for hog 
products in Great Britain: Bacon, al- 
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though under April prices, is still com- 
paratively high; stocks of lard are low, 
with steady demand and good prices. 
Dairy products are in fair demand, 
though at lower prices. Poultry supplies 
are light and demand is fair. 

Quotations on oilseeds fell during 
May, owing to slower demand. Copra, 
palm kernels, and peanuts are at the 
lowest price levels reached in several 
years. Demand for oils and fats is 
disappointing and prices are low. Con- 
sumers, generally, are not contracting 
for summer and fall requirements of 
oil cakes but are buying on a hand-to- 
mouth basis. 


FREIGHT MARKETS INACTIVE 


The freight market is generally slow, 
with the outward coal freights and the 
homeward trade from the River Plate 
the brightest features. The northern 
range is inactive and Montreal business 
has not been up to expectations. The 
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Mediterranean iron-ore business is 
better, with rates slightly improved. 
The Far East and Pacific freight markets 
are not commanding good rates. 


FINANCIAL MARKETS INFLUENCED BY 
ELECTION 


The money, stock, and capital issue 
markets were overshadowed by the 
general election. The day-today in- 
terest rates ranged from 5Y2 to 6 per 
cent., with a comparative shortage of 
available funds; three-month bank bills 
were around 5% per cent. 

The gold position of the Bank of 
England is showing improvement, with 
the net influx during 1929 totaling £9,- 
769,000 through May 29, as compared 
with £4,461,000 a month ago. 

Provincial bank clearings are still con- 
siderably below the corresponding period 
of a year ago, the total for the four 
weeks ended May 18 amounting to 
£128,597,000 as against £137,043,000 in 
the comparable period of 1928. London 
clearings are also lower than last year, 
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with a total of £3,251,000,000 for the 
four weeks ended May 22 as compared 
with £3,618,000,000, thus reflecting the 
influence of the election in the money 
market. Bankers’ advances reached a 
new high level for April, totaling £1,- 
01,567,000 as compared with the pre- 
vious high record of £995,879,000 for 
March. 

New foreign, colonial, and municipal 
loan issues in the London market were 
almost negligible during May. The 
largest was the Australian Common- 
wealth conversion issue of £12,404,000, 
bearing 5 per cent. and offered at 97 
and with cash subscriptions invited on 
the same terms; the lists remained open 
the full period, and it is now unofficially 
reported that 48 per cent. of the issue 
was left with the underwriters. A semi- 
public issue of £3,000,000 for the British 
Central Electricity Board by the Bank 
of England at 83 and bearing 4 per 
cent. interest was important in connec: 
tion with the rationalization program of 
British electricity supply companies. 
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Survey of Italian Trade and Industry 


HE present business situation in 
Tis was the subject under dis- 
cussion at a recent meeting (May 
6) of the Governing Board of the Gen- 


eral Fascist Confederation of Italian 
Industries, whose position as recognized 
‘representative of the employers of labor 
gives special weight to its conclusions. 
In 1926 this organization had a mem- 
bership of 50,000 business concerns 
employing 1,400,000 persons; in Janu- 
ary, 1929, it had attained a member: 
ship of 71,490 employing 2,075,849. 
Thus 87 per cent. of Italian industrial 
activities are now represented by the 
Confederation. The conclusions to which 
a complete review of the situation led 
the Governing Board are embodied by 
it in the following points: (1) The 
tranquility, order and social peace se- 


Reprinted from the Business and Finan- 
cial Report, issued by the General Fascist 
Confederation of Italian Industries. 


cured by the regime have enabled in- 
dustry to stand the strain of depression 
consequent on the monetary reform 
without sustaining any permanent in- 
jury; (2) steady progress is being made 
toward a return to normal conditions; 
(3) it is unanimously recognized that 
a pre-requisite for this return is the 
definite stability of the lira at its pres- 
ent level. Such permanent stability af- 
fords the only sure basis on which busi- 
ness can make its calculations and esti- 
mates; on it the newly secured equilib- 
rium between the several national ac- 
tivities is based, and on it the founda- 
tions for a sound and promising eco- 
nomic revival have been laid by the 
concurrent efforts of private initiative 
and organized activities. 

The Confederation went on to ex- 
press its satisfaction at the stimulus 
which the government is giving to 
agricultural progress. The prosperity 
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of agriculture cannot but be advan- 
tageous to manufacturing industries 
which are no less essential than agri- 
culture to the growth and independence 
of a modern state. 

The Confederation urged on manu- 
facturers the need of persevering in their 
efforts to reduce production costs. This 
alone will insure the progressive re- 
covery of manufacturing activities and 
enlarge the demand for Italian goods 
both on home and foreign markets. In- 
creased production is the only effective 
means of improving Italy’s trade bal- 
ance, and the efforts of manufacturers 
toward this end should receive timely 
aid from the railway, shipping and port 
services, and be favored by the ever 
closer co-operation of trading and bank- 
ing interests. The Confederation also 
urges the need of encouraging the ac- 
cumulation of capital so that production 
may be financed at a lower cost and 
without recourse to foreign loans; but 
if this is to be done, strict economy 
must be practiced in all branches of 
production and consumption. 

Finally the Confederation called at- 
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tention to the fact that economic ex- 
pansion is essentially the result of 
private enterprise, and that the dynamic 
character of Italian economic life and 
the situation arising from a growing 
population, emphasize the need of avoid- 
ing the formation of closed categories 
within the business world, whose pres’ 
ence would obstruct the absorption of 
those youthful energies which are one 
of the major factors of Italy’s economic 
revival. 


INDUSTRIAL RECOVERY 


Evidence of industrial recovery is af: 
forded not only by the improved con’ 
ditions of employment (the number of 
totally unemployed on April 30 stood 
at 257,603 and that of partially unem 
ployed at 16,989 as against 356,795 
totally and 45,855 partially unemployed 
at the end of April, 1928) but also by 
the reports coming from the several in’ 
dustries. 

The output of the steel industry 
steadily increased during the last year, 
and in April, 1929, it attained the 
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highest figure for the period with 55,- 
220 metric tons of pig iron and 
180,230 metric tons of steel; 224,- 
091 tons of pig iron and 750, 
532 tons of steel were produced in the 
first four months of 1929 as against 
181,205 and 548,936 tons, respectively, 
in the corresponding months of 1928. 

In the first quarter of the current 
year 2,133,455 thousand _ kilowatt 
hours of electric power were generated 
as against 1,914,994 thousand in the 
first quarter of 1928. 

The output of the cotton spinning 
and weaving mills was well maintained 
during March, the coefficient of ac- 
tivity being 96.3 per cent. of normal 
for the former, and 91.1 per cent. for 
the latter, but the prices obtained for 
American yarns were unsatisfactory and 
the market for cotton fabrics somewhat 
Cepressed. The silk reeling industry is 
still adversely affected by the depressed 
conditions of the international market; 
at the end of March only 67.6 per cent. 
of the basins were working. The silk 
weaving mills are working at their re- 


City or our New York Offices. 


cent level, the coefficient of activity, 
based on the percentage of loom hours 
worked, being 91.3 per cent. of normal. 
The woolen and worsted mills are 
busy, but manufacturers find difficulty 
in collecting and are following a con- 
servative policy. The prospects for the 
knitting branch of the trade are good, 
and so are those of the stocking fac- 
tories. 

Activity in the artificial silk factories 
is up to normal, but the trend of the 
international market is directed toward 
price cuts and Italian manufacturers 
are concentrating on the problem of 
further reducing production costs. There 
is serious depression in the linen and 
hemp spinning and weaving industry. 
Conditions in the glass industry in- 
dicate a return to normal, with grow- 
ing activity in the production of scien- 
tific glass both for the home and export 
market, while the shops specializing in 
artistic glass and beads are working at 
full capacity. The output of the heavy 
chemical industries is up to normal ex- 
cept in the branch producing tanning 
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extracts, which is very depressed. The 
sugar refineries are preparing for their 
busy season; market conditions are now 
quite normal, sugar imports have prac- 
tically ceased, and consumption is on a 
regular basis of 19,000 metric tons a 
month. 

The revival of the building trades— 
in which unemployment had fallen at 
the end of April to 66,341 as com- 
pared to 130,000 at the same date of 
the previous year—is reflected in greater 
activity in those engaged in the manu- 
facture of building materials and 
cement. 

Taken as a‘whole, the industrial 
situation is encouraging and the revival 
is borne out by statistics showing the 
growth of goods traffic by rail and sea. 
In the first four months of the year 
the state railways carried 18,401,691 
tons of goods on private account as 
against 17,064,445 tons in the corre- 
sponding period of 1928. During the 
same months the goods tonnage loaded 
and unloaded in Italian ports was 11,- 
691,885 tons in 1929 and 11,313,982 
in 1928. 


CROP CONDITIONS 


The very severe winter and late 


spring, characterized by insufficient 
rainfall in March and_ unseasonable 
cold in April, has caused anxiety for 
the crops. The latest reports (May 16) 
are, however, encouraging. Abundant 
rains in central and southern Italy have 
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been very beneficial in their effects. 
The appearance of the wheat crops is 
now quite promising and the effects of 
improved tillage and the wise use of 
fertilizers are making themselves felt. 
The rain has also greatly improved the 
condition of the grass crops which had 
suffered from the drought. The rice 
crop has been sown under fairly good 
conditions. Some 120,000 hectares 
have been planted to sugar beets, sufi- 
cient under normal conditions to sup 
ply the 350,000 tons of sugar required 
by Italy. Great fears had been felt as 
to the effect of the severe and pro 
longed winter on the vines and olives, 
but although it is still too early for a 
final judgment to be passed, the latest 
news is more reassuring; on the whole 
the prospects for the fruit crops are 
fair. Truck crops are of good quality 
and abundant quantity, although the 
pea and bean crops are smaller than 
usual. 

In accordance with its agrarian policy 
the government has taken steps to pro 
tect Italian wheat farmers against the 
slump in prices caused on the interna: 
tional market by the pressure of the 
large available supplies in Canada and 
the United States. The duty on im 
ported wheat has been raised from 
110 to 140 gold lire per metric ton, 
and additional facilities are being pro 
vided to help the farmers to market 
their crop successfully when it comes 
on the market. 
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ITALY’S FOREIGN TRADE 


The following are the figures for 
imports and exports in the first four 
months of the current year. Those for 
April are provisional. 
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ternational agreement under which all 
the Successor States of the Austro- 
Hungarian Empire would have been 
pledged to repeal within a fixed in- 
terval all import restrictions; subse- 
quently, at the Genoa economic con- 


IMPORTS 


January 
February 


1929 1928 


(millions of lire) 
1,560.0 5 i 
1,702.7 = fi 
1,816.5 + 
1,922.4 + 


Difference 


252.7 
102.1 
192.5 

75.2 


+ 62246 


EXPORTS 


January 
February 


The trade deficit at the end of April 
thus stood at 3,099.3 million lire as 
compared to 2,523.3 at the correspond- 
ing date in 1928. 

The government has presented to 
the chamber for ratification the inter- 
national conventions of Geneva for the 
repeal of import and export prohibi- 
tions and regulating the trade in hides 
and bones. The report accompanying 
the bill points out that the proposed 
action is in keeping with the policy 
steadily advocated by the Italian Gov- 
emment ever since the end of the war. 
At the Brussels conference in 1920 
Italy stood for the free circulation of 
raw materials; at the Porto Rosa con- 
terence in 1921 she advocated an in- 


999.5 : — 
1,088.3 . — 
1,189.3 156. oe 
1,247.9 1,072. = i 


35.2 
126.1 
38.8 
175.0 


4,478.3 — «a0 


ference in 1922, the Italian delegation 
urged the need of abolishing import 
and export prohibitions. At the As’ 
sembly of the League of Nations in 
1924 it was again the Italian delega- 
tion which introduced the motion re: 
questing the League to study the best 
method of securing, as soon as possible, 
the general suppression of such hin- 
drances to trade. This resolution led 
to the preparatory studies made by the 
Economic Committee of the League, 
with the active participation of Italy, 
followed by the international conven- 
tions of November, 1927, and July, 
1928, now submitted for ratification. 
Another problem which has been en- 
gaging the attention of business circles 
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is that of the proposed heavier import 
duties of the American tariff which 
would affect leading Italian exports to 
the United States. The Italian Gov- 
ernment has forwarded to Washington 
a detailed study of existing trade re- 
lations between the two _ countries. 
Since the war, largely as a result of the 
disappearance of Russia from the ranks 
of wheat exporting countries, Italian 


imports from the United States have 
risen from an annual average of 484,- 
449,000 lire in 1912-13 to an annual 


average of 4,527,094,000 in 1926-28. 
When the depreciation of the lira is 
taken into consideration these figures 
show that the value of the imports has 


Description 


Manufactured hemp, flax, 
and woolen goods 

Silk goods 

Machinery 

Electrical appliances 

Marble and alabaster goods 

Building materials 

China and earthenware 

Furniture and frames 

Soap 

Medicinal goods 

Rubber goods 

Paper goods 

Automobiles 

Hats 

Boots 

Gloves 


jute, cotton 


and_ shoes 


376,933 
594,909 





nearly doubled. During the same 
period Italian exports to the United 
States have risen from a pre-war an- 
nual average of 259 million lire to an 
average of 1,700.6 million in the last 
three years. Italy’s trade deficit with 
America is obviously unduly high, and 
the economic significance of this deficit 
is aggravated by the heavy annual pay: 
ments made to the United States un: 
der the war debt settlement and the 
large sums due each year for interest 
and amortization on commercial loans. 


The volume of Italian exports and 
imports of leading manufactured goods 
compares as follows in 1927 and 1928: 


Manufactured goods 
Imports Exports 


1927 1928 1927 1928 
9,297 
305 
67,855 
4,260 
245 
55,443, 
8,290 
2,945 
3,961 
398 
2,920 
21,302 
3,882 


87,294 
74i1 
15,316 
3,275 
146,420 
21,909 
8,613 
8,769 
2,528 
3339 
10,388 
15,155 
33,312 
22,082,577 
340,815 
68,385 


92,132 
8,982 
15,967 
2,842 
160,288 
27,446 
8,095 
8,780 
2,345 
1,322 
11,301 
16,503 
28,280 
26,544,474 
405,835 
93,120 


11,661 
466 
68,085 
5,459 
231 
44,130 
D792 
2,749 
3,533 
493 
3,314 
19,974 
5,741 
912,435 
842,284 


V3 959 





Chartered Bank of India 


Australia and China 


$ 15,000,000 
20,000,000 


Paid-up Capital . 
Reserve Fund ‘ , ‘ 
Total Assets (over) ; ; 300,000,000 


HEAD OFFICE - 38 BISHOPSGATE, LONDON 


Chief Manager—W. E. Preston. Managers—J. S. Bruce, G. Miller. 
Sub-Manager—J. L. Crockatt. 


BANKERS—The Bank of England; Midland Bank, Limited; Westminster Bank, 
Limited ; National Provincial Bank, Limited; the National Bank of Scotland, Limited. 


Through our branches in all the principal trade centers of India, Ceylon, Bur- 
mah, Straits Settlements, Federated Malay States, Malay States, Java, Sumatra, 
Siam, French Indo-China, Philippine Islands, China and Japan, we are prepared 
to give efficient service on all banking matters entrusted to us. 


The New York Agency grants drafts on London as well as the Far East ; buys 
and receives for collection bills of exchange; issues travelers’ letters of credit 
and transacts all other forms of international banking. 


NEW YORK AGENCY - 44 BEAVER STREET 
WILLIAM BAXTER, Agent 


Industrialization of Japan 


rapid changes Japan has developed 
from a country relatively backward 
and essentially agricultural, to one of 
the leading industrial and commercial 


[ a half century of astonishingly 


nations. In the last ten years indus- 
trial production has risen 83 per cent., 
foreign trade volume has advanced 31 
per cent., and freight loadings, a re- 
liable index of domestic business, have 
increased 29 per cent. Meanwhile 
financial credit has been generally 
available, currency has remained rela- 
tively stable, despite two difficult years, 
and the reorganization of banking fa- 
cilities has strengthened the country’s 
financial framework. 

Progress in the post-war years has 
proceeded at an almost too rapid pace. 
The almost universal financial crisis of 
1920 was particularly acute in Japan, 


From The Index of the New York Trust 
mpany. 


and the gradual liquidation of the out- 
standing obligations suffered a severe 
set-back when the earthquake of 1923 
destroyed billions of dollars of property 
and called for large expenditures for 
reconstruction and relief. 

Aided by a number of American 
loans, this reconstruction was under- 
taken with vigor and courage and repre- 
sented a vast building project along the 
most modern lines requiring a practical 
replanning of the cities and the rail- 
roads. Once again, however, expan- 
sion was apparently too rapid and the 
failure of a leading Japanese firm in 
1927 precipitated a financial crisis, re- 
sulting in a temporary moratorium de- 
clared by the government for three 
weeks. 


GENERAL FINANCIAL STABILITY 


The net result of these changes and 
disasters, however, is apparent stability. 
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Western methods of manufacture and 
operating efficiency have been adopted 
and drastic improvements have been 
made in the banking system. The new 
bank law, which requires a certain 
minimum -of capital, has eliminated 
many of the weak institutions which 
constituted a menace to the country’s 
financial organization. Bank deposits 
increased 3.7 per cent. during 1928 to a 
total of 16,626,000,000 yen (approxi- 
mately $7,300,000,000), and while loans 
declined over 4 per cent. to a total of 
13,651,000,000 yen, money rates were 
easy and capital readily available. 

The budget has usually been balanced 
in the last six years, with only a slight 
deficit in 1927-28. For the last two 
years, that is, since the panic of March, 
1927, the yen has remained slightly 
under its par value of 49.8 cents, stand- 
ing at 46.4 cents at the end of 1928. 


yet the demand is so great that imports 
of rice in the same year were valued 
at $37,500,000. Large crops of wheat, 
rye and barley are also raised, although 
it is necessary to import over half the 
wheat domestically consumed. Only 
tea and sugar play a substantial part’ 
in Japan’s agricultural exports. The 
location of the country has made fish- 
ing an important industry with an 
annual output valued at nearly $200,- 
000,000. 


IMPORTANCE OF MANUFACTURING 


The density of the population and 
the smallness of the area, however, 
make it necessary for Japan to rely 
largely upon manufacturing for its pros 
perity. Textiles constitute by far the most 
important industry, employing over half 
the total number of factory workers, 


JAPANESE BUDGET (000 omitted) 


Receipts 
yen 
1,501,400 
1,615,400 
1,549,000 
1,598,291 
1,676,000 


Despite the country’s industrial prog- 
ress, and despite the fact that the soil 
is generally unsuited for agriculture, 
farming remains an extremely impor- 
tant occupation as a result of the in- 
tensive cultivation of a relatively small 
area. 

About 46 per cent. of the population 
derive their living from agriculture. 
Rice is by far ic hein crop, amount- 
ing in 1927 to 517,893,500 bushels; 
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Expenditures Balance 
yen 
1,501,400 
1,615,400 
1,549,000 
1,598,291 
1,730,000 


even 
even 
even 
even 
—54,000 


and having an annual production value 
of $488,600,000, of which cotton spin- 
ning accounts for some $320,700,000. 
A basis for the industry is found in 
the fact that Japan is the largest raw- 
silk producing country in the world, 
accounting for about two-thirds of the 
total annual output. The 1928 pro 
duction, amounting to 583,618 bales, 
increased 11 per cent. over the previous 
year. Raw silk is Japan’s most valuable 
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export, amounting in 1928 to $340,- 
000,000. The silk textile industry, 
while employing a greater number of 
workers, has a productive value of not 
much more than $140,000,000, or but 
60 per cent. of the cotton textile out- 
put. Japan likewise ranks seventh in 
the relatively new industry of rayon 
manufacture, production of which in- 
creased 58.6 per cent. during 1928. 
Insufhciency in coal and fuel oils 
has naturally given impetus to the de- 
velopment of the abundant hydro-elec- 
tric power of the country. Since 1919 
the generating capacity of the power 
industry has expanded 200 per cent. 
while the capital employed has in- 


YEN: 


creased 300 per cent. The potential 
hydro-electric power of Japan has been 
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estimated at 14,090,000 horsepower, of 
which approximately 2,404,600 horse- 
power is being generated at present. 


TRADE BALANCE UNFAVORABLE 


Japan's foreign trade expanded 
greatly during the war, and for the 
most part has retained these dimen- 
sions in the period following. Except 
for the actual war years, imports have 
exceeded exports. Most of Japan’s im- 
ports, however, are in the form of raw 
materials (the principal exception being 
raw silk), while exports are predomi- 
nantly manufactured or semi-manufac- 
tured goods. 


(000 omitted) 
Imports 

594,500 
2,453,400 
2,572,600 
2,371,600 
2,179,000 
2,197,000 


Exports 

586,800 — 
1,807,035 
2,305,500 
2,042,000 
1,992,000 
1,972,000 


Balance 

7,700 
—646,300 
—267,000 
—392,500 
—187,000 
—224,000 


The United States is Japan’s leading 
customer, taking 42 per cent. of the 
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1928 total, as compared with but 19 
per cent. for China, the nearest com- 
petitor. The United States likewise 
accounted for 28.5 per cent. of the 
imports in 1928, compared with 13 per 
cent. for British India and 10.6 per 
cent. for China. 
DEBIT IN INTERNATIONAL PAYMENTS 
The unfavorable balance of trade is 
the chief weakness in the country’s 
position. The total public debt at the 
close of the year amounted to 5,800,- 
000,000 yen (about $2,691,000,000), 
of which about one-fourth represented 
foreign borrowings. Partly as a result 
of the low money rates last year about 
600,000,000 yen were invested in for- 
eign countries. The income from these 
foreign investments constitutes an in- 
creasingly important item in the bal- 
ance of payment account, together with 
the earnings from shipping and _ in- 
surance companies; even so, however, 
the surplus of imports in the com- 
modity trade is so large as to result in 
a debit position in international pay- 
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ments. According to the Yokahama 
Specie Bank, the income in_interna- 
tional transactions, excluding commodity 
trade, in 1928 amounted to 532,000, 
000 yen and the outgo to 358,000,000 
yen, thus resulting in an excess in- 
come of 179,000,000. Since the mer- 
chandise excess of imports that year 
was 224,000,000 there was a debit bal- 
ance of some 45,000,000 yen for the 
year. 

The population problem has, of 
course, been particularly acute in Japan 
with a density of 405 inhabitants per 
square mile, second only to that of the 
United Kingdom. Japan’s population 
is increasing by 700,000 to 800,000 
annually, while emigration remains 
rather small. The country’s extra 
ordinary industrial efficiency, however, 
and the progress in the last few years 
indicate that Japan will make the fullest 
possible use of both of its material re- 
sources and of the energy of its people. 
In recent years the rate of population 
increase has been less than that of the 
production of foodstuffs or manufac’ 
turing productivity in general. 





WHEN DOING BUSINESS 
WITH CANADA 


You will find ample facilities in every department of 

banking in the Bank of Montreal. This Bank has 

over 600 branches throughout Canada and New- 

foundland. A well organized Business Development 

Service is ready at all times to supply information of 
a business and financial character. 


BANK OF MONTREAL 


Established 1817 
Total Assets in Excess of $900,000,000 


New York Agency ‘ " ‘ r P 
Chicago Office . é P ‘ 3 ‘. 
San Francisco Office . 


‘ - 64 Wall Street 
27 South La Salle Street 
- 333 California Street 


The Past Month in Canada 


month of May in its bearing on 
business was the sharp and sud- 
den decline in the price of wheat, ac- 
cording to the May 23 Business Sum- 


i outstanding feature of the 


mary of the Bank of Montreal. “The 
explanation,” according to that bank, 
“lies upon the surface—a super-abun- 
dance of supply co-joined with disin- 
clination of European buyers to pur- 
chase on a falling market. The situa- 
tion has caused somewhat serious con- 
gestion at the port of Montreal, but 
slowly the congestion is being relieved. 

“The crop outlook is now beginning 
to engage attention. Seeding of wheat 
is practically completed in the Prairie 
Provinces and that of coarse grains well 
advanced. Fall wheat, rye, hay and 
clover came well through the winter in 
Ontario, but the spring has been back- 
ward in all Canada, retarding field 
operations in Quebec and the Maritime 


Provinces. Livestock prices have re- 
mained steady at a high’ level, cheese 
exports since May 1 are behind those 
of last year, butter has come forward 
in large quantity and there has been a 


large storage of eggs.” 
RETAIL TRADE 


Retail trade, according to the De- 
partment of the United States, although 
affected by cool weather in some dis- 
tricts as respects the marketing of spring 
hardware lines, is receiving continued 
support from the employment outlook, 
which is unusually good as the result 
of manufacturing activity. A more 
active demand in wash goods and other 
seasonal fabrics has been registered re- 
cently and wholesale grocers are under- 
stood to be enjoying a satisfactory turn- 
over with some substantial orders from 
summer resorts Collections are con- 
sidered fair. 
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By virtue of its Affiliations and Connections 
in Central Europe, the Bank is in a posi- 
tion to afford special facilities for 
business with that region. 


MANUFACTURING 


Manufacturing industries are busy 
in virtually all lines, says the Bank of 
Montreal’s report, and extensions of 
existing facilities are being made by 
many. “Notably active are the iron 
and steel mills and the construction 
trade. Retail business has been re- 
tarded somewhat by wet, cold weather, 
but the aggregate turnover is satisfac- 
tory. Textile mills are producing well up 
to capacity and in some lines of wool 
products improvement is reported. Arti- 
ficial silk factories are well employed. 
Wholesale dry goods and groceries are 
without special feature. . 


EXTENSIVE BUILDING CONSTRUCTION 


“The pressure of present business, as 
well as confidence in continuance of 
prosperity, is manifested in extensive 


building construction, the value of 
which surpasses all previous records. 


Contracts awarded in April are esti- 
mated at $43,328,000, business build- 
ings accounting for 37.5 per cent. of 
this sum and residential construction for 
33.8 per cent. In the four elapsed 
months of the year, engineering works 
placed under contract represented $38, 
707,000, and industrial plants involved 
an expenditure of $16,260,000. These 
large building operations have given 
steady employment to labor and in 
fused activity into many subsidiary 
trades. 


NEWSPRINT INDUSTRY 


“The newsprint industry appears to 
have worked into better condition 
through the recent stabilization of 
prices. Production in Canada in April 
was 221,784 tons, being 3600 tons in 
excess of March, and 29,000 tons more 
than in April last year. Ratio of pro- 
duction to capacity was 85.1 per cent. 
as against slightly less than 80 per cent. 
in February. 


FOREIGN TRADE 


“In point of foreign trade April is 
always the leanest month of the year, 
due in large measure to withholding of 
shipments until the opening of St. 
Lawrence River navigation, when, upon 
direct importations to a Canadian port, 
a lower tariff rate is applied. Last 
month exports of domestic produce de- 
creased to $65,727,000 from $115,763, 
000 in March, and imports to $97,517, 
000 from $135,328,000. This shrink- 
age, being customary, has no special 
significance; what is material is that 
the volume and value of foreign trade 
last month has not been equalled in 
any other post-war April, imports 
having risen $19,000,000 and exports 
$6,752,000, compared with April, 1928. 
In exports the notable decline was in 
wheat, shipments of which were a mil- 
lion bushels less than last year and the 
value $3,346,000 less by reason of a 
decline in price from $1.36 to $1.10 per 
bushel. All other principal commodi- 
ties increased in value of exports, con- 
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spicuously copper, the export of which 
was $2,191,000 as against $937,000 in 
April last year, and there was a sub- 
stantial increase in shipments of auto- 
mobiles and parts, newsprint, furs and 
lumber. The balance of trade has be- 
come less favorable. Last month im- 
ports exceeded exports by $31,790,000, 
a larger excess by $12,270,000 than in 
the corresponding period last year; 
while in the last twelve months the 
favorable balance has fallen to $105,- 
858,000 from $380,100,000 three years 
ago. This sharp shrinkage signifies 
much, especially now in view of the low 
price of wheat, which for many years 
past has been Canada’s principal item 
of export. “ 


MARKETS AND PRICES 


The increasing diversification of 
Canadian business has made necessary 
some adjustments in the index of whole- 
sale prices, says the June Monthly Com- 
mercial Letter of the Canadian Bank of 
Commerce, Toronto. “While agricul- 
ture continues to dominate Canadian 
economy, increased stress must now be 
laid on other branches of industry, and 
in order to make the index number 
more conformable to the present order, 
the weighting has been slightly re-ar- 
ranged and certain commodities of in- 
creasing significance now replace those 
of diminishing importance. . . .” The 
recent sharp drop in wheat prices, 
which also carried the other grains to 
much lower levels in spite of fairly 
good demand, was the most important 
price movement of the month. 

Cattle and hog prices have been some- 
what erratic. Storage stocks of butter 
are still low, but continued importa- 
tions have adversely affected the price. 
General weakness in the metal market 
is to be noted, quotations for silver, 
tin, copper, lead, zinc and aluminum 
being lower. Increased consumption 
and some progress toward conservation 
have slightly strengthened the oil in- 
dustry. Unofficial estimates indicate 
an increase in the American cotton 
acreage of about 5 per cent., which, 
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with some decline in mill activity, has 
influenced the price in a downward 
direction. Some grades of wool have 
sold at lower levels, and the rubber 
market is somewhat unsettled. Severe 
depression continues in the cane sugar 
industry.” The index number of the 
Canadian Bank of Commerce fell from 
95.20 on April 15 to 94.47 on May 15. 


METALS 


In its Monthly Letter for June, the 
Royal Bank of Canada presented an 
interesting analysis of Canadian min- 
ing for 1928. The total value of 
Canadian gold production in 1928 was 
$39,000,000, it said, placing Canada 
third among the countries of the world 
in gold production, “but the margin 
between the Canadian total and that 
of the United States was sufficiently 
narrow so that there is a good basis 
to expect that in 1929 or 1930 Canada 
will hold second place. The total pro- 





THE BANKERS MAGAZINE 


ANYWHERE ON THE GLOBE 


COOK'S 


TRAVEL SERVICE 


THE WORLD'S LEADING 
TRAVEL ORGANIZATION 


300 OFFICES 
THROUGHOUT THE WORLD 


THOS. COOK & SON 


NEW YORK 
585 Fifth Ave. 253 Broadway 
827 Madison Ave 


in co-operation with 


WAGONS-LITS CO 


701 Fifth Avenue 


duction in the United States was $43,- 
000,000 a year in 1927 and 1928. 
Thirty-two million dollars’ worth of 
gold came from Ontario, four million 
from British Columbia, one million 
from Quebec, and smaller amounts from 
the Yukon, Manitoba, Alberta and 
Nova Scotia. The Hollinger, MelIn- 
tyre, and Dome mines in the Porcupine 
area of Ontario held the first, third, 
and fifth positions, and Teck Hughes 
and Lake Shore held the second and 
fourth positions among Canadian gold 
mines during the year. 

The present credit stringency in all 
parts of the world has drawn special 
attention to the constantly increasing 
demand for gold. Owing to the ne- 
cessities of war-time finance, methods 
have been adopted to conserve gold 
resources and, at the present time, sup- 
plies of gold support a larger propor- 
tionate volume of credit than before 


the war. Yet even under present 
methods of administration, there jis 
danger of a shortage, which would be 
likely to result in falling prices and de- 
pression. The present purchasing power 
of gold is only about tworthirds as 
large as that which existed under the 
price level of 1913. This reduced pur 
chasing power is disadvantageous to 
producers and has reduced the profits 
in gold mining. 

In 1928, the value of Canadian 
nickel production amounted to twenty- 
two million dollars, an increase of 45 
per cent. over that of the previous year. 
Efforts to increase the variety of uses 
of nickel have been successful, and the 
increase in production has not resulted 
in any decrease in price. The acquisi- 
tion of a large proportion of the shares 
of International Nickel by Canadians, 
and the amalgamation of this company 
with the Mond Company, have been 
among the most important financial 
items in the recent history of the 
Canadian mining industry. 

The volume of Canadian lead pro 
duction increased 7.5 per cent. in 1928, 
but the continued decline in the price 
of lead more than offset this gain, with 
the result that the value of this prod- 
uct in 1928 was 6 per cent. less than 
in the previous year. The story of zinc 
production is somewhat similar — there 
was a 13 per cent. increase in volume 
of production, but prices were sufh- 
ciently below those of the previous year 
so that the total value of the output 
was almost exactly the same in each 
year. 

During the year there was also an 
increase of about 11 per cent. in the 
value of structural materials, including 
brick, cement, lime, and ‘stone. This 
was largely due to the extensive build 
ing program which is now in progress. 

Though the production of petroleum 
was 30 per cent. greater than in 1927, 
the total value of petroleum production 
and the slight increase in the volume of 
coal and asbestos, are factors which 
can only be mentioned in passing. 
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BANK OF MONTREAL MAKES NEW 
RECORD 
The Bank of Montreal, in its April 
30 statement, established a new record, 
its resources exceeding the $900,000,- 
000 mark for the first time. Resources 


as of the April 30 statement were 
$915,705,653. Capital, surplus and 
undivided profits as of the same date 
were $71,625,589, deposits outside of 
Canada $149,199,350 and deposits in 
Canada $621,815,683. 


International Banking Notes 


di Credito, Milan, for the year ended 

December 31, 1928, shows net profit 

of Lit. 29,124,498. Of this amount 10 
per cent. has been transferred to the ordi- 
nary reserve, 4 per cent. to the board of di- 
rectors, and a dividend of Lit. 18,000,000 to 
the stockholders. This left Lit. 7,163,566 and 
to this amount has been added Lit. 1,857,191 
brought forward from the previous year, 
making a total of Lit. 9,020,758. Of this 
amount Lit. 7,087,550 has been transferred 
to the reserve, leaving Lit. 1,933,208 to be 
carried forward to the next account. 

Balance sheet of the bank as of December 
31, 1928, shows capital of Lit. 300,000,000, 
reserve of Lit. 50,000,000, current accounts 
of Lit. 1,933,457,517 and total resources of 
Lit. 4,641,555,199. 


yo of the Banco Nazionale 


BALANCE sheet of the Wiener Bank-Verein, 
Vienna, as of December 31, 1928, shows paid 
up capital of S 55,000,000, reserve fund of 
S$ 27,028,370, deposits and current accounts 
of S 365,838,366 and total resources of 
$ 526,916,374. 

Net profit for the vear 1928 was S 5,145,- 
999, including S 209,382 brought forward 
from the previous year. This has been allo- 
cated as follows: 


To dividend of S 1.50 
To ordinary reserve 

To statutory bonus 

To carry forward to 1929 


S 4,125,000 
500,000 
310,563 
210,436 


Net profit of Yen 4,744,653 was reported 
by the board of directors of the Dai-Ichi 


Ginko, Limited, Tokyo, for the half-year 
ended December 31, 1928. To this has been 
added Yen 1,678,970, making a total of Yen 
6,423,623 which has been disposed of as 
follows: 


To bonus for directors, audi- 
tors and chief officers....Yen 

To pension fund for officers 
and staff 

To be added to reserve fund 

To special reserve 

To dividend at the rate of 11 
per cent. per annum 

To carry forward to next 
account 


237,230 


94,890 
750,000 
500,000 


3,162,500 


1,679,003 


The bank's capital is Yen 57,500,000, re- 
serve funds Yen 62,800,000, deposits Yen 
597,301,364 and total resources Yen 1750,- 
917,473. 


THE annual report of the Provincial Bank 
of Westfalia for 1928 shows an increase in 
the volume of business. Advances and mort- 
gage loans outstanding on December 31, 
1928, totaled $69,598,626 as against $38,- 
833,312 for 1927; cash and bills were $8,- 
976.657, as against $5,426,202. Deposits in- 
creased from $27,692,433 to $37,427,199 
and obligations outstanding (including its 
so-called municipal bonds and mortgage 
bonds) from $18,111,145 to $43,144,739. 
The capital of the bank, $1,856,400, is 
owned by the Province of Westfalia, for 
which the bank acts as fiscal agent. 


ANNOUNCEMENT has been made that the 
dividend for 1928 of the Dresdner Bank, 
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Berlin, amounting to $8.50 an American 
share, was paid April 24 to stockholders of 
record April 17. 


Net profits of the Aktiebolaget Gotesborgs 
Bank, Gothenburg, for the year 1928 were 
Kr. 4,488,596, according to the annual re- 
port of the directors. To this has been added 
Kr. 2,837,833 brought forward from the 
previous account, making a total of Kr. 7,- 
326,430, which has been distributed as fol- 
lows: 


To dividend of 10 per cent. a 
share Kr. 4,375,000 

To carry forward to next ac- 
2,951,430 


Paid up capital of the bank is Kr. 43,- 
750,000, reserves Kr. 31,000,000 and total 
resources are Kr. 520,655,513. 


Directors of the Bank of Adelaide, South 
Australia, in their report to the stockhold- 
ers, give the balance of profit and loss for 
the year ended March 25, 1929, as £178,- 
874, out of which an interim dividend at 
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the rate of 10 per cent. per annum was 
paid, amounting to £62,500 and _ leaving 
available £116,374. This has been disposed 


of as follows: 


To transfer to reserve fund £15,000 
To dividend for the half year ended 
March 25 at the rate of 10 per 
cent. per annum 62,500 
To carry forward to next account 38,874 


Balance sheet of the bank as of the same 
date shows paid up capital of £1,250,000, 
reserve fund (including the addition of 
£15,000) £985,000, deposits of £6,177,591 
and total resources of £385,837. 


THE board of directors of Barclays Bank 
(Dominion Colonial and Overseas), Lon: 
don, has declared interim dividends for the 
half-year ended March 31, 1929, at the 
rate of 8 per cent. per annum on the 
cumulative preference shares and at the 
rate of 4 per cent. per annum on the “A 
and “B”™ shares, subject to deduction of in 
come tax at the rate of three shillings in 
the pound, payable on July 18. 





San Francisco's skyline from the harbor. 


The Lure of California 


A Sketch of California and the West for Bankers Who Will Attend 
the A. B. A. Convention in San Francisco This Fall 


Who does not see, then, that 
every year hereafter, European commerce, 
European politics, European thoughts, and 
European activity, although actually gain- 
ing greater force—and European connec- 
tion, although ‘actually becoming more in- 
timate—will, nevertheless, relatively sink in 
importance; while the Pacific Ocean, its 
shores, its islands, and the vast regions be- 
yond, will become the chief theater of 
events in the world’s great hereafter? 


—Wwm. H. Sewarp. 


OLD was the magnet that first 
G drew thousands across the 
plains, over the isthmus or 
around the cape to California. While 
the golden metal was the source of the 
state’s prosperity and the cause of the 
early and rapid growth of population, 
it has now become one of the relatively 
unimportant products, and its drawing 
power has long since waned. James 
W. Marshall unearthed gold nuggets 
in the tail race of Sutter’s sawmill on 
the American River, January 24, 1848. 
By 1852 the production of the metal 
rose to a maximum value of $81,294,- 
700. Since then the value of the out- 
put has fluctuated widely, falling to 
$11,212,913 in 1889, and rising to 
$22,442,296 in 1915, but falling to 
about half that amount for 1928. 
Although the actual and relative 
production of gold has greatly de- 
clined, California is still the golden 
state, a title warranted by the almost 


uninterrupted golden sunshine, and the 
grains and fruits of gold that adorn 
her fertile valleys. 

Few states in our Federal Union 
have a more romantic history. Cali- 
fornia’s long occupation by Spain and 
Mexico has left upon the state an im- 
pression that subsequent centuries have 
not erased. You realize this when you 
ponder over the names of its cities, 
rivers, mountains and valleys. San 
Francisco, Los Angeles, San Diego, 
Sacramento—all remind you of a race 
and tongue differing from the present 
inhabitants and language. Many of the 
old Spanish and Mexican missions are 
survivals of the former days, while 
much of the modern architecture, par- 
ticularly that of the homes, preserves 
the traditions of earlier times. 

While the nomenclature and archi- 
tecture are reminders of the Spanish 
and Mexican occupation, one is per- 
haps more likely to compare Cali- 
fornia with Italy than with Spain or 
Mexico. It is not, like Italy, a lengthy 
peninsula-—though Cortez and some of 
the other early explorers so regarded 
it—but the topography in other re- 
spects brings to mind the land that 
lies between the Mediterranean and the 
Adriatic. Unless you penetrate the 
interior to the east, which the visitor 
rarely does, the sea and mountains will 
nearly always be in sight. The prod- 
ucts of California, also, are to a con- 
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Montgomery street, the center of San Francisco's financial district and known 
as the “Wall Street of the West.” 


siderable extent those of Italy, and the 


climate is not unlike. 

And yet, notwithstanding its Spanish 
origin, and the real or fancied resem- 
blance to Italy, California is typically 
and intensely American. 

How California got its name _ is 
something not clearly known. One ex- 
planation is that Queen Califia, ruler 
of beautiful Amazons, dwelt on an 
island called by the state’s present 
name. There are other accounts quite 
as authentic. At any rate, the state 
in some way gained an appropriate 
title. 


Linked with the Spanish, Mexican 
and American occupation of California 
are names and episodes that will long 
survive in history. But the event that 
was destined to bring about the speedy 
settlement and development of the 
state was the discovery of gold in 1848 
—something almost ranking in impor: 
tance with the discovery of America 
itself. To get to the Pacific Coast in 
those days was no easy matter. It 
called for a long journey by wagon 
across illimitable plains, inhabited by 
hostile Indians, over perilous mountains 
where roads were almost non-existent, 
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Camp at sundown in the Big Trees just north of San Francisco, along the 
California coast line. 


or by slow and tedious travel around 
Cape Horn or across the fever-infested 
isthmus. But all these hardships and 
dangers could not keep the Argonauts 
away. They went in ever-increasing 
numbers, found gold, became rich, and 
established a community typical of 
their daring and endurance. This com- 
munity exists today, different in many 
respects it is true, but still animated 
by the spirit of enterprise, courage and 
faith that inspired the heroic men and 
women of °49. 

The urge to visit California is no 
longer to seek gold. It is to view its 


long stretch of ocean and mountains, 
the fertile valleys, vast orchards and 
groves, giant trees, scenic splendors, 
the astonishing progress of its cities, 
and to come into contact with a popu- 
lation whose vitality is amazing. 


A. B. A. CONVENTION IN 
FRANCISCO 


SAN 


Thousands of bankers from all parts 
of America will journey to San Fran- 
cisco in September, mainly for the pur- 
pose of attending the convention of 
the American Bankers Association, to 
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Golfing at the Golden 


be held in that city September 30 to 


October 3. But hardly less, it is be- 
lieved, for the other purpose above in- 
dicated. It has, in fact, come to be 
understood that the pleasure of the 
trip to the city acting as host to the 
convention is scarcely less attractive 
than the convention itself. This is 
especially true when the convention 
meets, as is the case this year, in a city 
which many of the bankers of the East 
and Middle West seldom have the op- 
portunity of visiting. It is the ambi- 
tion of practically every American to 
visit California, or to repeat a visit 
once made. The ambition is to be un- 
reservedly commended, for the trip is 
bound to be enjoyable, instructive and 
inspiring. You cannot go to the Pacific 
Coast from the East or Middle West 
without seeing a large part of the 
United States; and unless you have 
made that journey in recent years you 
will be astonished at the progress this 
country is making. Prosperity is 
everywhere evident—in the South, the 
West and on the Pacific Coast (even 


Gate, San Francisco. 


the farms give no sign of the sad state 
pictured by the politician). 

And in scenic attractions, what 
wonders are constantly spread out! 
The waving grainfields of the South, 
the West and the Northwest, the 
splendors of the Rockies, the Yellow- 
stone National Park, Rainier and 
Glacier parks, the Columbia Highway, 
the Yosemite Valley, the Grand 
Canyon—these are but the outstanding 
features of a majestic panorama that 
the world can hardly equal. Once on 
the Pacific Coast the cities along the 
way will compel the visitor's admira- 
tion—Seattle, Tacoma, Portland, San 
Francisco, Los Angeles and San Diego 
epitomize the progress of the Coast in 
an impressive manner. Before the 
Coast is reached, if one goes by the 
northern route, Spokane, the heart of 
the great Inland Empire, will be found 
an interesting and progressive city, in 
the midst of a rich and beautiful coun- 
try. 

The ways of reaching San Francisco, 
compared with the facilities available to 
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the ‘49ers, startlingly represent the 
changes that have taken place ‘twixt 
now and then. You may go from the 
Atlantic seaboard by rail or water— 
or partly by land and sea, while from 
other parts of the country the journey 
may be made by various rail routes, 
by automobile, bus or airplane, if one 
is in a hurry. One thing is certain, 
and that is that whichever mode of 
transportation or whatever route may 
be chosen, the trip may be made with 
speed and comfort. It will likewise 


Bridal Veil Falls in the Yosemite 
Valley. The winds waft the falling 
waters until they are but a mist. 


afford entertainment, instruction and 
rare pleasure. 


SUGGESTIONS TO VISITORS 


To the many bankers who will visit 
the Pacific Coast this autumn one or 
two suggestions may not be out of 
place. First, in order to see as much 
of the country as possible, go one way 
and return another. There is the 
southern route, the central, and the 
northern—the latter affording an op- 
portunity of seeing the great North- 
west, something that should not be 
missed. If you can do so, travel by 
day from San Francisco to San Diego. 

It is hardly necessary to say that 
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Harvest scene in the Middle West. 


travel and hotel accommodations leave 
nothing to be desired. Arrived at San 
Francisco, the visitor will find a num- 
ber of excellent hotels—several of them 
new -~amply able to care for the thou- 
sands who will attend the A. B. A. 
convention. 

The dwellers in the East and Middle 
West are perhaps not as fully alive as 
they should be to the significance of 
the remarkable progress in wealth, 
population and culture now going on 
along the entire Pacific Coast. This 
region looks toward the Far East, 
where the future mus¢ hold for Amercia 
important trade developments; it is 
contiguous to Alaska; is greatly bene- 
fited by the better transportation facili- 
ties of the Panama Canal; and, not 
least of all, in its soil, climate, varied 
Natural resources, and in the character 
of its people, has assurance—based on 
present achievements—of a still greater 
future. In the midst of the pleasure 
incident to attending the bankers’ con- 
vention, these solid witnesses of sound 
progress cannot fail to attract the 


visitor's attention and to command his 
enthusiasm. 

San Francisco is preparing to give 
the convention a royal welcome. It 
would be a fitting recognition of this 
effort to make the attendance at the 
coming convention of record propor- 
tions. 


AMERICA’S WESTERN PLAYGROUND 


Considered from the standpoint of 


athletics, the world records achieved 
during the last year by California 
athletes overshadow by considerable 
margin those of any other state. 

Health was back of these records. 
How is this health achieved? The an- 
swer is simply that most folk living 
under the favorable climatic conditions 
of California have learned how to live. 
Every county and city in the state co- 
operates in the achievement of a com- 
prehensive health program. The ma- 
chinery of governmental, as well as 
civic agencies, is utilized to the fullest 
extent to accomplish this end. 
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Recreation, play, that is the keynote 
of the whole plan. And the splendid 
facilities that exist throughout the state 
for the fullest enjoyment of every 
form of outdoor sport, land or sea, are 
the agencies responsible for the slogan 
known around the globe, “California, 
the Playground of the World.” 

California’s area in square miles is 
greater than the combined areas of ten 
eastern states— Delaware, Massachu- 


Carmel Mission is one of the earliest 

and most carefully preserved of the 

structures erected by the Jesuit 
Fathers. 


setts, Maine, New Jersey, Connecticut, 
New York, Vermont, New Hampshire, 
Rhode Island and Ohio. The figures 
read: Area of ten states, 153,130 
square miles; area of California, 
153,650 square miles. 

There is ample room. No difficulty 
in leaving the beaten path, in getting 
away from civilization, in finding a 
quiet restful spot, where one may re- 
lax and enjoy to the fullest extent out- 
door benefits of nature. 

For years past California has been 
noted for its marvelous facilities for 
play; in fact, not only individual, but 
community, sectional and state interests 
have been united in capitalizing the 
recreation and health idea. The result 
—today there is scarcely a recreational 
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Total Values of Basic Production — California 


(000 omitted) 


1919 

$729,661 
292,146 
241,628 
33,411 
62,415 
195,830 
142,610 
53,220 
622,339 


Agriculture 
Field crops 
Fruit crops 
Vegetables 
+Livestock and other 
Mining 
Petroleum 
Other minerals 
*Manufacture 
*Lumber and products 
“Oil refining 
*Canning-preserving 


Index of wholesale prices 
(1926 = 100) 


1928 
Preliminary 
Estimate 


$700,000 
184,756 
238,596 
75,198 
202,000 
353,000 
241,000 
112,000 
1,030,000 


1925 

$580,000 
191,785 
218,899 
59,574 
109,742 
434,519 
330,609 
103,910 
912,725 
77,500 
72,484 
70,579 


1927 


$678,225 
166,435 | 
253,418 
69,120 
189,252 
366,659 
260,735 
105,924 
1,000,000 


$2,083,000 


$1,927,244 $2,044,884 


103.5 95.4 91:3 


*The value added by manufacture, or total value of products minus cost of materi- 
als, is presented in this table, in order to avoid double counting. Certain items irregularly 
reported by the Bureau of Census have also been subtracted, in order to preserve 


comparability from year to year. 


The figure for manufactures in 1927 is a pre- 


liminary unofficial estimate based upon returns from the census, and the estimate for 
1928 is based upon a few available indices of employment, production and prices. 

Total values of livestock, dairy and poultry, and other miscellaneous farm 
products, are unofficial estimates based on such Federal and state records and esti- 


mates as are available. 
from official reports. 


activity in the category of sport, moun- 
tain, sea or land, that is not abundantly 
provided for pleasure and enjoyment. 

For the motorists who would ‘camp, 
or seek out the scenic spots of the 
mountains, there is, within the borders 
of California, scenery that is sugges- 
tive of every part of the world. There 
are lofty Alp-like peaks where crystal 
lakes and streams abound in trout. 
Miles upon miles of hiking and bridle 
trails wind in and out among the 
wooded slopes. Excellent paved roads 
in every section make parks, mountains 
and beaches easily accessible. While 
the paved roads do not penetrate to 
the interior fastness of every mountain 
range, they do reach every point from 
which it is possible to pack in either 
for camping, fishing or hunting. 

The sportsman can find the trout 
pools or game preserves that he has 
dreamed about. Or, if he is interested 


All other data presented on agriculture and mining are 


in salt water or deep sea fishing, nearly 
every beach city or town has its mu- 
nicipal pier, where boats may be char- 
tered, or where he may board one of 
the regular excursion boats for a day's 
deep sea fishing. 

For the vacationist who wishes to 
keep up his golf, there is almost un- 
limited opportunity for play. 

Polo, as well, is played the year 
round, but the winter months see the 
greatest activity in this sport. It is at 
this time that many eastern players 
come to enjoy this sport when eastern 
fields are closed. At the tournaments 
held during last January, February and 
March, many of the world’s most 
famous players were brought together 
in some of the most spectacular matches 
witnessed on the Pacific Coast. 

Tennis is always in vogue. Any 
morning or evening you can see hun- 
dreds of tennis enthusiasts hard at it 
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Prune sun-drying yards in Santa Clara Valley, California. This valley, a short 
distance south of San Francisco, produces one-third of the prune crop of the world. 


Every country 
club, park, playground or school has its 


on the various courts. 


one or more courts. In addition, 
there are literally thousands of privately 
owned courts laid out by home-owners. 

Yachting is also one of the most 
popular forms of outdcor sport. The 
summer yachting season reaches its 
height with the annual regattas at 
Catalina and San Diego. Every two 
years the season is climaxed by the 
2225 mile race from Los Angeles to 


Diamond Head at Honolulu. 
SAN FRANCISCO 


There is a charm about this city 
that is elusive and indescribable. Per- 
haps, could it be caught and analyzed, 
it would be less alluring. It may be 
its romantic origin, the courage of the 
pioneers, the splendid recovery from the 
disaster of 1906, the unique surround- 
ing topography of ocean, bay and hills, 
or the dash and spirit of the popula- 
tion—these and other factors may com- 
bine to excite that interest which the 
visitor inevitably feels on going to San 


Francisco for the first time or on re- 
visiting the city after an absence of 
years. Its environs are of surpassing 
beauty, recalling to mind the glories of 
the French Riviera. 

San Francisco was settled in 1776, 
discovery of the Golden Gate and the 
bay having been made in 1769. There 
were three distinct settlements near 
each other, Yerba Buena, Mission 
Dolores and the Presidio. Following 
American occupation in 1847, Yerba 
Buena became San Francisco. 

The city is located approximately at 
the center of the California coast line, 
covers forty-two miles of territory, and 
has a population of 756,188, as esti 
mated January 1, 1929. 

San Francisco Bay, to which entrance 
from the Pacific is gained through the 
Golden Gate, is one of the greatest 
harbors of the world. This land- 
locked harbor has 450 square miles of 
roadstead, with eighteen miles of berth: 
ing space. A favorable location and 
climate, transportation and other ad: 
vantages combine to make the city. an 
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Vineyard in the 8000 acre holding of the Italian Vineyard Company at Guasti, 
San Bernardino County, Calif. 


important manufacturing and commer- 
cial center. Its banks are noted for 
size and strength, while a United States 
mint, Federal Reserve Bank and an 
active stock exchange testify to the 
city’s financial position. 

Among the manv attractive places to 
be visited are Golden Gate Park, the 


new Chinese quarter, Mission Dolores 
(founded in 1776), and the numerous 
golf and country clubs in the city or 
adjacent to it. Oakland, Alameda and 
Berkeley, across the bay, should be in- 
cluded in the visitor's itinerary, and if 
possible the marvelous Santa Clara 


Valley. 


Fruit orchard in bloom near San Bernardino, Calif. 
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Picking oranges, Orange County, California. 


The informed American need not be 
told of San Francisco's heroic rise to 


greater grandeur than ever out of the 


ashes of 1906. He knows that story 
already. But while attending the 


bankers’ convention he can himself see 
what has been done. It is an impressive 
sight. Within two years after the fire 
the city had been essentially rebuilt of 
solid masonry and steel. In the sub 


Mount Shasta, California. 





CAPITAL FUNDS EXCEED 
$15,000,000 





sequent twenty years the following ma- 
terial advance was recorded: 


Per Cent. 


Population 

Bank Clearings 

Assessed valuation 

Value of manufactured products .. 
Value of foreign commerce 
Savings bank deposits 

Real estate sales 

Building operations 

Carload movements 


Thirty-nine years of 
conservative banking 


TOTAL RESOURCES EXCEED 
$135,000,000 


J. DABNEY DAY, President 


CITIZENS National BANK 


LOS ANGELES 


Postal receipts 
Customs receipts 
Per capita wealth 


LOS ANGELES 
American faith, hope, courage, en- 


thusiasm here receive their finest illus- 
tration. It can be surmised that when 


the first settlers looked over this now 
famed spot they could not, by the wild- 
est flight of imagination, picture the 


The Los Angeles City Hall. 
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Spring street from 


present city and its fair surroundings. 

The early development of the city 
was long hindered by the lack of 
water, but with characteristic enter- 
prise that want has been supplied by 
bringing down the melted snows from 
mountains 250 miles distant. Nor was 
there a natural harbor, but one has 
been created, and it now constitutes a 
leading factor in the city’s prosperity. 


Sixth, Los Angeles. 


For a long time climate and the at- 
tractions for the tourist were the chief 
claims to distinction; and while the 
climate is still as genial as ever, and 
the other attractions for the tourist 
have multiplied, Los Angeles is now 
more than a tourists’ resort. It is a 
great manufacturing, commercial and 
financial center, growing at a rate that 
promises to make the city at no distant 
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day a rival for leadership among Amer- 
ican cities. It is surrounded by a 
great oil-producing section, and the 
orchards, groves and farms adjacent 
are the perennial source of enormous 
wealth. The numerous beaches and the 
beautiful country afford unexcelled op- 
portunities for pleasure and_ health 
giving recreations. 


SAN DIEGO 


This city, at the extreme southern 
end of the state, is famed for its 
equable climate all the year round. It 
has an excellent harbor, and is the 
Pacific base of the United States Navy. 
Point Loma and other picturesque sur- 
roundings add to the city’s attractive- 
ness to the visitor. Coronado Beach is 


one of the most charming and restful 
spots to be found anywhere in the 
United States. 

Those who attend the bankers’ con- 
vention at San Francisco, and who ex- 


tend their tour to include Southern 
California, should not miss seeing this 


Irrigating orange orchard, 


A Complete Financial Service 


is offered by 


CALIFORNIA BANK GROUP 


consisting of 


CALIFORNIA BANK 


Transacts a general banking business, both 
Commercial and Savings 


CALIFORNIA TRUST COMPANY 


Does a trust business exclusively 


CALIFORNIA SECURITIES 
COMPANY 


Deals in high grade securities 


CALIFORNIA GROUP 
CORPORATION 


Does auxiliary financing 


PACIFIC MORTGAGE GUARANTY 
COMPANY 
Handles First Mortgage Assignments 


Combined Resources 
Over $130,000,000 


Head Office: 625 South Spring Street 
LOS ANGELES 


Los Angeles County. 





Goater,Doun & Go. 


Investment Securities 
LOS ANGELES SAN FRANCISCO 


Oakland - San Diego 
Hollywood - 


enterprising and beautiful city. They 
certainly cannot afford to miss the 
panorama of seashore, mountains and 
groves lying between Los Angeles and 
San Diego. To do so would be like 
going to Rome without seeing the 
Coliseum. 


Santa Monica - 


Po 
oo 


Santa Ana - Pomona 


Pasadena 


OTHER COAST CITIES 


Once on the Pacific Coast the visitor 
will wish to take advantage of the op- 
portunity of seeing the important cities 
outside the State of California—Seattle, 
Tacoma and Portland—all of which 


Garden of the Mission of San Juan Capistrano, between Los Angeles 
and San Diego. 
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Seattle’s skyline as seen from the city's harbor. 


possess special points of interest, some 
of these being briefly indicated below. 


SEATTLE 


Seattle’s topographic location is de- 
scribed by most travelers of note as 
one of the two most sightly in the 
world—Constantinople being the other. 
Like Constantinople, it is surrounded 
by water, and itself surrounds water. 


Within its borders lie two large fresh 
water lakes. Along its eastern limits 
stretches a third, and on the west lies 
Puget Sound. Between the lakes and 
the bays, Seattle’s pleasant residence 
areas spread over lofty hills, so that 
writers compare it to Rome, the city 
of seven hills. Only Seattle has seventy 
times seven hills. Hills and lakes and 
towering forests have given it unique 
beauty, but they have added to the 


Rowena Loops on the Columbia River Highway near The Dalles, Oregon. 
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The homes at 
Palos Verdes Estates 
nestle amid a 
profusion of 
sub-tropical fruit 


and flowers. 


PALOS VERDES ESTATES 


California’s Outstanding Residential Community 


General Offices 
208 West Eighth St., Los Angeles, Calif. 


CALIFORNIA 
ARCHITECTURE 


predominates at 


Palos Verdes Estates 


a It is the colorful archi- 


tecture of the 


Mediterranean coast 





and of our own 
California missions 
modified to suit modern 
conditions of life. 
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Multnomah Falls on the world-famous Columbia River Highway 
near Portland, Ore. 


problems of city builders, problems and 
obstacles by which Seattle’s citizens 
have refused to be baffled. When it 
became necessary, they have torn down 
the hills and converted them into broad, 
level areas. 

One of the original settlers who 
came to Seattle in ..1851 is still living 
and takes an active part in civic affairs. 
He was a child in arms those seventy- 
eight years ago. In the span of his 
lifetime this city has grown from an 
obscure trading post, lost in the Doug- 
las fir forests of the Pacific Northwest, 
to a city with 600 miles of paved 
streets, 250 churches, 46 parks, 30 
miles of scenic boulevards, 12 golf 
courses, 84 grade schools and 9 high 
schools, a university with an enrollment 


of 10,000 a year, $15,000,000 worth 
of publicly owned port terminals, and 
1700 industrial establishments. 

The real charm and appeal of Seattle 
to the convention visitor is not its size, 
its remarkable growth, or even its his- 
tory—but its hospitality, its friendli- 
ness, and the wealth of scenic beauty 
at its very doors. In this latter respect 
Seattle compares most favorably with 
any other American city. 


TACOMA 


Possibly no section of the United 
States offers the tourist a greater 
variety of outdoor delightfulness than 
the Puget Sound country. 

Rainier National Park, which Ta- 
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San Diego 
Trust & Savings Bank 


San Diego, California 


comans stoutly maintain is the Coast’s 
greatest attraction, is only~ two hours 
by paved boulevard from Tacoma, 
“The Lumber Capital of America.” 
Here the traveler's attention is ar- 
rested by active glaciers, ice caves, water 
falls, deep crevasses, and vistas that 
have no equal. While stopping in 
Tacoma one should visit one of the 
giant saw mills or the largest door 
factory in America. 


Another motor drive of three hours 
will be sufficient to reach the ocean 
beaches or attractive points in the great 
Olympic Peninsula, 6000 square miles 
of wonderland that offer all the thrills 
of a great primeval forest. 

Within fifteen minutes of a down- 
town hotel in Tacoma one may enjoy 
the finest salmon fishing on the North 
Pacific Coast. Thousands of summer 
visitors are attracted by this feature 
alone. 

By taking a short airplane trip in 
Tacoma one may see five great moun- 
tain peaks—Hood in Oregon, Baker, 
Tacoma (Rainier), Adams, and St. 
Helen’s in Western Washington. 
Puget Sound and the great Cascade 
range are also spread out before the 
“air motorists.” 


PORTLAND 


The Rose City, as Portland is called 
because of its profusion of these beauti- 
ful flowers, and on account of the an- 
nual rose festival, is a city notable for 
its solid character and commercial im- 
portance. Enjoying ample rail and 
water transportation, and in the midst 
of a rich, extensive and still largely 
undeveloped territory, the future is cer- 
tain to see an even greater growth for 
the Oregon metropolis than has al- 
ready taken place. In addition to the 
attractions of Portland itself, one is 
here at the proper point for beginning 
the journey along the wonderful Co- 
lumbia Highway, whose scenic attrac- 
tions alone would well repay a trip to 
the Pacific Coast. 
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American Institute of Banking Holds 
Annual Meeting in Tulsa 


by prominent bankers were in- 

terspersed with departmental 
meetings and discussions and numerous 
social events at the annual convention 
of the American Institute of Banking, 
held in Tulsa, Okla., last month. W. J. 
Evans, of the Federal Reserve Bank of 
Dallas, who was vice-president of the 
association last year, was elected presi- 
dent to succeed Frank M. Totton of 
the Chase National Bank of New York, 
and Ben B. Aley, of Denver, was 
chosen vice-president. Colman Mockler 


G ENERAL sessions with addresses 


of St. Louis, Albert Puelicher of Mil- 
waukee, T. Hunton Leith of Washing- 
ton, D. C., and Charles F. Ellery of 
Newark, N. J., were elected to the ex- 
ecutive council of the association. 
The four essentials of a good banker 


were given by Craig B. Hazlewood, 
president of the American Bankers As- 
sociation, in an address at one of the 
general sessions, as “knowledge, imag- 
ination, sound thinking and initiative.” 
In analyzing present business trends, 
Mr. Hazlewood warned against the 
present tendency toward consolidations, 
unless they are justified by increased 
profits. He expressed an opinion that 
business methods are changing and laid 
down four premises for success in busi- 
ness in the future, as follows: 

“First and foremost, that the success 
of any business, assuming service, is 
measured by profits and profits alone. 

“Second, that to earn profits in this 
changing era demands a new degree of 
Management genius. 

“Third, that this new management 
requires an open mind and freedom 
from tradition. 

“Fourth, that the good manager does 
not stand alone, but secures co- 
operation from within his organization 
and expert counsel from without. 

“For business concerns so managed, 
the future offers possibilities for in- 


creasing profits far beyond the oppor- 
tunities of the present period. And 
for the management that will take ad- 
vantage of these opportunities, business 
can afford to pay almost any price.” 

Mr. Hazlewood’s address was the 
feature of the closing session of the 
five-day conference. 


© sacuracu 


W. J. Evans 
Of the Federal Reserve Bank of 


Dallas, Tex., who was elected presi- 


dent of the A. I. B. 


The first day of the convention 
(Monday) was devoted to registration, 
a meeting of the executive council, and 
various social events. 

President Totton delivered the an- 
nual presidential address at the Tues- 
day morning session. Addresses of 
welcome were given by Mayor Dan 
W. Patton of Tulsa, and E. Elmo 
Thompson, president of the Tulsa 
chapter. W. J. Evans, vice-president 
of the association, responded. 

The present program of farm relief 
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was scored by Thomas P. Gore, United 
States Senator from Oklahoma, in one 
of the most well attended meetings of 
the convention. Senator Gore told the 
more than 1300 delegates present that 
the same system had been tried by the 
Gracchi of ancient Rome and had been 
found unsuccessful. 

“The readjustment of our economic 
structure does not rest entirely with 
legislation,” he said, “but with the re- 
adjustment of the individual to the 
changing conditions.” The apprecia- 
tion of capital, severe reactions from 
the present scheme of sales and income 
taxes and the depreciation of the 
farmer’s dollar were also discussed by 
Senator Gore. 

The subject of personnel was brought 
up by Fred W. Ellsworth, vice-president 
of the Hibernia Bank and Trust Com- 
pany of New Orleans, in an address 
on “The Proper Foundation” at Wed- 
nesday morning’s general session. Mr. 
Ellsworth praised changes which com- 
petition has brought about in the bank- 


ing world and stated that good per- 
sonnel and loyalty on the part of the 
staff are the greatest assets in the bank- 
ing business. 

“We might as well expect results 
from feeding birdseed to a cuckoo clock 
as to expect dissatisfied clerks to render 


good service,” he said. “A bank that 
endeavors to secure from its employes 
the very maximum of work for a 
minimum of wages cannot expect its 
men to render efficient service. The 
salary question is a difficult one, but 
every man, no matter what his ability, 
is clearly entitled to a living wage.” 

Mr. Ellsworth outlined and discussed 
many means of building morale among 
the employes, mentioning in particular 
thrift funds, athletics and a program 
of education. 

Among the conference sessions held 
was that on “Advantages and Hazards 
of Investment Trust Securities” which 
was addressed by C. C. Roberts, vice- 
president of the American First Trust 
Company of Oklahoma City. Under 
the subject, “How to Invest One Hun- 
dred Thousand Dollars,” Mr. Roberts 
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stated that “no greater economic serv- 
ice can be rendered than by helping 
people to become intelligent, conserva- 
tive investors. This will help avoid 
the loss of millions of dollars every 
year, and make fewer and fewer people 
dependent on_ charity. Staggering 
amounts of hard-earned funds are 
wasted every year in blue-sky invest- 
ments, that not only are lost to those 
furnishing the money, but in many 
cases are an absolute destruction of 
wealth.” ; 

Mr. Roberts said that no formula 
could be given for the investment of 
any sum of money and that local and 
market conditions of various securities 
should be taken into account more than 
any set rule of investment. Safety 
was stressed by him as the most impor- 
tant thing in the choice of investments. 

At the conferences on “Audits and 
Accounting” R. H. Brunkhorst, comp- 
troller Harris Trust & Savings Bank, 
was the leader and speakers included 
Lyall Barnhart, of the American First 
National Bank of Oklahoma City; Ralph 
L. Watters, auditor Lincoln Bank & 
Trust Company, Louisville, Ky.; Louis 
Schefer, assistant cashier and auditor 
Boulevard Bridge Bank, Chicago; A. 
W. Lewis, auditor Union Trust Com- 
pany of Cleveland; C. W. Borton, 
assistant auditor Irving Trust Company 
of New York; J. K. Fleming, auditor 
National Bank of Commerce, Houston; 
and George J.. Ruhlman, assistant 
auditor Hibernia Bank and Trust Com- 
pany, New Orleans. 

F. W. Heathcote, assistant vice- 
president of the Security-First National 
Bank of Los Angeles, led the confer- 
ence on “Bank Administration.” Dif- 
ferent phases of the subject were 
treated by Henry J. Court, secretary 
and treasurer Phoenix Savings and 
Trust of Phoenix, Ariz.; R. C. Irvine, 
assistant vice-president National Park 
Bank of New York; J. M. Turner, 
junior vice-president of the Bank of 
America of California; Lyall Barnhart, 
American-First National Bank of Okla- 
homa City; Thomas J. Nugent, as 
sistant vice-president First National 
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Bank of Chicago; F. Lee Major, vice- 
president Boatmen’s National Bank of 
St. Louis; H. R. Smith, cashier Bank 
of Italy, San Francisco; Eugene M. 
Nivoche and Homer B. Wright, both 
of Los Angeles. 

The conferences on “Checks and 
Collections” was led by J. Bickley 
Jackson, manager collection department 
Philadelphia National Bank, with the 
following speakers: Bentley J. Jacobs, 
of St. Louis, Mo.; James P. Keeley, of 
New York City; Gilbert J. Hunt, 
transit manager of the First & Mer- 
chants National collection department, 
Richmond, Va.; John Wertz, assistant 
cashier of the First National Bank of 
Pittsburgh; W. S. Crockett, of the 
Commercial National Bank of Shreve- 
port, La.; C. E. Jones, Security-First 
National Bank of Los Angeles. 

Speakers at the conference on 
“Credits,” led by H. H. Mohler, vice- 
president of the St. Joseph Stock Yards 
Bank of St. Joseph, Mo., were George 
R. Herzog, of the Union Trust Com- 


pany of Cleveland; Vance L. Sailor, 
First National Bank of Fort Smith, 


Ark.; Ephraim S. Clark, assistant 
cashier of the First National Bank of 
Chicago; A. B. Eisenhower,  vice- 
president Commercial Trust Company of 
Kansas City; Judge H. L. Standeven, 
vice-president of the Exchange Trust 
Company of Tulsa; and Harvey L. 
Welch, manager credit department 
First National Bank of St. Louis. 

Roy B. Hoag, comptroller of the 
Schenectady, N. Y., Savings Bank, led 
the discussion on “Savings Banks” with 
Earl C. Walters, manager industrial 
savings department of the. Washing- 
ton Mutual Savings Bank of Seattle; 
Henry T. Anderson, of the Interstate 
Trust & Banking Company of New 
Orleans; J. M. Maurer, head economics 
department University of Tulsa; P. 5S. 
Kingsbury, vice-president of the Cleve- 
land Trust Company; C. Arnholt 
Smith, assistant cashier San Diego office 
of the Bank of Italy; and John W. 
Kress, assistant trust officer Howard 
Savings Institute of Newark, N. J., as 
speakers. 
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The conference on trust functions 
was led by Edgar A. Jones of Scran- 
ton, Pa. G. Harold Welch of New 
Haven, Conn., discussed “Wills”; Ed- 
ward M. McKewen of Baltimore spoke 
on “The Relations to and with the 
Lawyer”; and Arthur Garner of New 
York discussed “Systematic Adminis- 
tration of Estates.” 

The group studying business develop- 
ment and advertising was led by Fred 
W. Ellsworth, the speakers being Fred 
M. Staker, manager of publicity for 
the Commerce Trust Company of Kan- 
sas City; Frank Fuchs, advertising man- 
ager First National Bank of St. Louis; 
Henry N. Hart, vice-president security 
National Bank of Oklahoma City; Ed- 
ward F. LeBreton, assistant  vice- 
president Hibernia Bank and Trust 
Company, New Orleans; C. H. Wet- 
terau, president Financial Advertisers 
Association; Clinton F. Berry, vice- 
president Union Trust Company of 
Detroit. 

Harry H. Rogers, president of the 
Exchange National Bank of Tulsa, led 
the discussion on investments and in- 
vestment banking, at which Walter B. 
Kester, secretary-treasurer Mortgage 
Bankers’ Association of America, Chi- 
cago; R. W. Valentine of Halsey, 
Stuart & Co., Chicago; and W. B. 
Harrison, president of the Union Na- 
tional Bank of Wichita, were speakers. 

Trust functions was the topic at a 
conference headed by Edgar A. Jones, 
vice-president Scranton Lackawanna 
Trust Company, at which H. F. Pel- 
ham, vice-president Citizens & Southern 
National Bank of Atlanta, Ga., and 
W. W. Jacka, assistant vice-president 
Bank of Italy, San Francisco, were 
speakers. 

The annual convention debate was 
won by the New Orleans team. Robert 
L. Gordon of Los Angeles won the 
first prize of $500 in the A. P. Gian- 
nini public speaking contest; H. W. 
Loewwen of Wichita won second 
prize; third prize went to Charles R. 
Strusz of New York; and fourth to 
Varian S. Green of Tacoma. Aubrey 
O. Dooley, editor of the Washington, 
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D. C., chapter organ, “Dollars and 
Sense,” received the award for the best 
chapter organ; E. E. Blaine, Jr., of 
Seattle, was awarded first place for 
doing the best piece of chapter ad- 
vertising; and Grantley C. Dreizler, of 
Utica, N. Y., received the award for 
being the member of the national pub- 
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licity committee whose district showed 
the most effective publicity for the 
last year. 

Among the entertainment provided 
for the delegates the most unusual was 
a buffalo barbecue at the ranch of 
“Pawnee Bill,” which followed a trip 


to the Burbank oil field. 


The Federal Reserve Board Meets 


As It Seems to the Innocent Bystander 


By H. IJ. PHILurps 


w're meeting again, eh? What are 
we going to do today? 

Second Member (in alarm): 
Do? Don’t use that word. 
me shiver all over. 

Third Member: I move we issue the 
regular warning and adjourn. 

First Member: We've issued dozens 
of warnings already. 

Third Member: I know, but the last 
one was several weeks ago and the public 
is getting nervous again. If it doesn’t 
get a warning every week or two it gets 
awfully nervous. 

x * * 


Fourth Member: I saw a suggestion 
in the press that we cease warning and 
take some definite action. 

Third Member: I joined this board 
in the assumption it was the one place 
a man could go and avoid action. That's 
been the wonderful thing about these 
meetings: they've been comfortable, 
quiet, restful sessions absolutely devoid 
of action. I sincerely trust that at this 
late date there is to be no change. 

First Member: Don’t misunderstand 
me. I don’t care for action very much, 
either. But the criticism has been made 
that our uncertainty hurts business. 

Sixth Member: Uncertainty is good 
for business. What America needs to- 
day is more uncertainty, good, big, fat 
uncertainty. 


Fv MEMBER: Well, well, well, 


Do? 
It makes 


Reprinted with permission from the Sun 


Dial of the New York Sun. 


Third Member: Complaints are being 
made that thousands of small investors 
have been wiped out in the stock market, 
that in many cases they have been ut- 
terly ruined because of the breaks caused 
by this board’s policies. 

Fifth Member: There shouldn't be 
any small investors. It’s a bad thing 
for the average man to buy stocks and 
be able to sit back and watch them ad- 
vance rapidly. It destroys his stamina. 


It softens him. The Republic must not 
be softened. 
* * * 

Third Member: I’ve personally been 
very much disappointed in the small in- 
vestor. In many cases he hasn’t scld 
everything at a big loss. I feel he is 
still holding out on us. 

Third Member: I have definite in- 
formation that there are cases where 
small investors have gone so far as to 
purchase their stocks outright. 

Fifth Member: That's absolute de- 
fiance! 

Fourth Member: It’s treason! 

Sixth Member: I was about to sug’ 
gest that we raise the rediscount rate, 
but, in view of what you have said, this 
becomes out of the question. It might 
relieve the uncertainty and actually 
cause the market to rise. The occasion 
demands that we again do nothing but 
increase the uncertainty. 

Chairman: All those in favor of 
continued uncertainty, say “aye.” 

All: Aye! 


Chairman: So voted! 
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ALBERT H. WIGGIN 
Chairman of the board of the Chase National Bank of New 
York, who will retain that position in the institution to be 
formed by the merger of the Chase and the National Park 
Bank of New York. 


Chase and National Park Plan 


to Merge 


LANS for a merger of the Chase 
National Bank and the National 


Park Bank, of New York, if ap- 
proved by stockholders on August 12, 
will create a bank having one of the 
largest capital funds of any bank in 
the United States and ranking second 


in the country in total resources. The 
merger plan was announced by Albert 
H. Wiggin, chairman of the board of 
the Chase, and Charles S. McCain, 
president of the Park. Following the 
merger the bank will have a capital of 


$105,000,000 and surplus and undi- 
vided profits of more than $130,000,000. 
Together with the securities afhliate, the 
Chase Securities Company, with which 
the Parkbanc Corporation will be united, 
the enlarged bank will have total capital 
funds of more than $340,000,000. 
Combined deposits of the two banks 
are approximately $1,200,000,000 and 
total resources, including the security 
afhliate, are more than $1,700,000,000. 
The combined bank, when the merger 
is completed, will have twenty-eight 
127 
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CuHar_Les S. McCain 
President of the National Park Bank of New York, who 


will be president of the consolidated institution. 


offices in New York City and Brooklyn 
and three foreign branches. The Chase 
National Bank will bring to the con- 
solidation, in addition to its head office 
in the new Chase National Bank Build- 
ing, at Pine and Nassau streets, twenty- 
two domestic branches in New York 
and Brooklyn; three foreign branches— 
at Havana, Cuba; Cristobal, Canal 
Zone; Panama City, Republic of Pana- 
ma; and representatives in London, 
Paris, Berlin and Rome. The National 
Park Bank, in addition to its head office 
at 214 Broadway, will bring to the con- 
solidation four branches advantageously 
situated in New York City. 

Chase Securities Corporation will ac- 
quire the assets of Parkbanc Corpora- 
tion, the newly formed security afhliate 
of the National Park Bank. Before this 
acquisition becomes effective, both the 
Chase National Bank and Chase Securi- 


ties Corporation and the National Park 
Bank and Parkbanc Corporation will 


have increased their capital funds 
through action already taken by their 
stockholders, and the Chase Securities 
Corporation will have completed the ar- 
rangements made for acquisition of sub- 
stantially all the stock of the American 
Express Company. After the receipt 
of additional funds from their stock- 
holders on July 1, and the issue of new 
stock in exchange for stock of the 
American Express Company, Chase 
National Bank and Chase Securities 
Corporation will have approximately 
$298,000,000 in capital, surplus and 
profits accounts. The National Park 
Bank and Parkbanc Corporation, since 
receipt of increased capital on June 28, 
has approximately $46,500,000 in capi’ 
tal, surplus and profits accounts. Total 
capital funds accounts of the combined 
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institutions will be in excess of $340,- 
900,000. 

The proposed plan of consolidation 
calls for a share-for-share exchange of 
the $20 par stock of the Chase and 
Park, after an equalizing stock dividend 
has been declared to shareholders of the 
Chase National Bank and Chase Securi- 
ties Corporation, on the basis of one 
new share for each eight held. It is 
expected that the dividend rate of $4 a 
share on the $20 par stock of the Na- 
tional Park Bank will be established on 
the stock of the consolidated institutions. 

The present directors of the two 
banks will constitute the board of direc- 
tors of the consolidated bank. Albert 
H. Wiggin, chairman of the board of 
the Chase National Bank, will hold the 
senior executive position in the con- 
solidated institutions, with John Mc- 
Hugh as chairman of the executive com- 
mittee. Charles S. McCain, now presi- 
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dent of the National Park Bank, will 
become president of the bank and vice- 
chairman of the board of the securities 
corporation. Robert L. Clarkson, now 
president of the Chase National Bank, 
will become vice-chairman of the board 
of directors. The present officers of 
both banks will be officers of the 
merged bank. Carl H. Schmidlapp 
and Maurice H. Ewer, with the 
other senior officers of the Chase 
and Park who have long. been 
identified with those banks, will take a 
leading part in the activities of the 
enlarged institution. Halstead G. Free- 
man, chairman of the executive com: 
mittee and president of Chase Securities 
Corporation, will be chairman of the 
executive committee and president of 
the enlarged securities corporation. 
Frederick P. Small will continue as 
president of the American Express Com- 
pany. 


Telephotograph Aid in Banking Transactions 


which reproductions of documents 
may be sent by wire, will be a 
great aid in banking transactions, ac- 


Ts telephotograph, a device by 


cording to Cyril H. Burdett, vice- 
president of the American Trust Com- 
pany. 

Mr. Burdett recently received a tele- 
photo check, for a substantial amount, 
sent by wire from Chicago, by which 
a depositor in the American Trust 
Company desired to transfer funds to 
a firm in New York. The telephoto 
check was certified and given to the 
concern to whose order it was drawn. 

This transaction solves one of the 
difficulties which have hitherto been 
all but unsurmountable in the rapid 
transfer of money by a person who has 
a bank account in one city, and while 
temporarily in another town suddenly 
desires to supply funds to a company 
in the same town where his bank ac- 
count is kept. 

It is quite a different transaction 
from the telegraphing or cabling of 


money from one point to another. It 
involves the individual’s acting in an- 
other place as though he were actually 
there. 

In this instance, a man having an 
account in New York and being tem- 
porarily in Chicago where he had no 
bank account and but a small sum upon 
his person, suddenly discovered that 
$40,000 had to be paid at a determined 
time to a New York concern. A tele- 
gram would not suffice, as there is no 
possibility of identifying the signature; 
a telephone call would be equally un- 
satisfactory, as voices can be simulated. 
The telephoto check shows the exact 
signature of the man, precisely as it 
would appear if the instrument were 
presented at the window by a mes- 
senger from his office. 

The hand-signed check, which was 
photographed to be sent, becomes a 
part of the record of the telephoto 
concern and automatically ceases to be 
negotiable. 





The Seal That 


Recommends An Investment 


An investment meets with ready acceptance 
- when attested safe by the seal and guarantee 
of the General Surety Company. 


Our guarantee simplifies the investors’ selec- 
tion because absolute safety of both principal 
and interest is assured, and necessity of 
investigation is eliminated. 


The dealer finds he can unreservedly recom- 


mend an investment protected by our guar- 
antee. 


Buyer and seller of high grade investments 
bearing our guarantee meet on the common 


ground of confidence as symbolized by this 
seal. 


GENERAL SURETY COMPANY 


340 MADISON AVENUE, NEW YORK 


Capital and Surplus $12,500,000 


Under Supervision Insurance Department State of New York 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


HE Financial Adver- 
ic Association has 
organized a hypotheti- 
al bank, with an afhliated 
investment company, for its 
annual convention, to be 
held in Atlanta, Ga., Octo- 
ber 30 to November 2. Each 
delegate, upon registration at 
the convention, will be given 
ashare of stock in the bank. 
The new bank, it will be 
assumed, will have been 
properly organized, ade- 
quately capitalized and well 
named but, being new, it 
will have neither good will 
nor ill will. The problem 
of launching a new business 
plan for this institution will 
be the problem before the 
stockholder-delegates. 

Speakers, appearing as 
representatives of various 
departments of the bank, 
will outline their ideas for 
building a strong financial 
organization. Plans will be 
laid for the future of the 
' commercial, foreign, savings, 
trust and investment depart- 
ments. No phase of a large 
bank’s interests will be over- 
looked. 

“What to do and how to 
do it” will be the theme of 
the entire program. How to 
build good will through in- 
stitutional advertising as well 
as how to merchandise each 
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banking service will be the public. A foundation 
treated. for the advertising campaign 

The first day’s program will be laid by making an 
will develop ways of selling advertising audit of the new 
the institution to the stock- bank to ascertain its adver- 
holders, directors, officers  tising assets. Once these are 
and employes, as well as to discovered, the preparation 


The UNION TRUST of CLEVELAND 


Are 
Narrow Profit Margins 
Permanent? 


joe erturmeverot capital. tn this tiewlar busters te the sew 


Family Fertunes 
Need Protection 
‘ . 


the Feetrasnt of trade. i» gome 
Ha tts plory has comer o mich 
Arvwre aed cheamer form of 
competition. 


Contentment cece 
at 20% Down~- 


That +s hat contentment i. 


Buy it! 
You'll find inthe owner: 
ship of good. sound bonds ght on Ex 


The UNION TRUST of CLEVELAND 


The “department store” type of advertising is used by 

this Cleveland trust company to present six practically 

unrelated banking departments. The typography is un- 

usually good and the art work aids materially in making 
the advertisement effective. 
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of a campaign can be de- 
veloped. 

In addition to the general 
sessions, departmental meet- 
ings will be held. These 
will be laboratories for the 
study of specific problems in 
business building. There will 
be departmental sessions for 
the savings, foreign, com- 
mercial, trust and investment 
departments. 

The convention commit- 
tee includes the following: 
General chairman, Charles 
H. McMahon, First National 
Bank of Detroit; program 
chairman, I. I. Sperling, 


Cleveland Trust Company; 
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attendance—publicity chair- 
man, H. Fred Wilson, Con- 
tinental Illinois Bank and 
Trust Company of Chi- 
cago; advertising chairman, 
J. M. Easton, Northern 
Trust Company of Chi- 
cago; and selling chairman, 
Thomas J. Kiphart, Fifth- 
Third Union Trust Com- 
pany of Cincinnati; enter- 
tainment chairman, A. G. 
Maxwell, Citizens & South- 
ern National Bank, Atlanta; 
transportation chairman, E. 
A. Hintz, Peoples Trust 
& Savings Bank, Chicago; 
exhibit chairman, J. V. 
Holdam, Chattanooga Sav- 





wo is transient, sometimes sears have brought her discretion 


dangerous, in the hands of the With you here. these problems will 
youngand financially inexperienced. jy, 


How much a son gets may 


tis not 


ethaps: but if he getsall his money 


the amount ic laedbiguiveaiathcemnater provid 


you leave 
as much as 
the way 


hindrance thas belp. And it might 

be gone later on. when he needs it . 

A daughter might well be entitled ‘He provisions of your will 

to some money during her “teens” May we tell you about them? You 
for.say amusical education.oratrip and yourattorney are welcome to the 
abroad—and not io herfullsharetill benefit of our 40 years’ experience 


you leave it THe NoRTHERN TRUST COMPANY 


CHICAGO 


AND LA SALLE STREETS 


Another unusual piece of newspaper advertising is this 
trust advertisement of a Chicago bank in which the half- 


tone illustration is the predominant feature. 


The ar- 


rangement of the text is especially good. 


ings Bank and Trust Com- 
pany, Chattanooga, Tenn.; 
vice-chairman, W. G. Mur. 
rah, Fourth National Bank, 
Atlanta. 

Chairmen of the depart: 
mental sessions are: Trust 
development, H. F. Pelham, 
Citizens & Southern Na 
tional Bank, Atlanta; invest- 
ment departmental, John J. 
Foley, A. C. Allyn and 
Company, Chicago, and 
vice-chairman, George Dock, 
Jr., William R. Compton 
Company, New York City; 
savings departmental, H. 
Fred Oltman, Grand Rapids 
Savings Bank, Grand Rapids, 
Mich.; commercial depart 
mental, Don Knowlton, 
Union Trust Company of 
Cleveland; business develop: 
ment, E. V. Newton, Cleve- 
land Trust Company, Cleve- 
land; trust advertising, Leo- 
pold Chambliss, Fidelity 
Union Trust Company, 
Newark, N. J.; advertising 
fundamentals, Cedric A. 
Morris, Union Trust Com: 
pany of Detroit. 

The tentative program for 
the convention follows: 


WEDNESDAY, OCTOBER 30 


Registration, all day. Golf 
tournament starting 10 a. m, 
East Lake Country Club. Ex: 
hibition match featuring Bobbie 
Jones beginning 3 p. m. Bridge 
for women, 1.30 p. m. Sight 
seeing tour to Stone Mountain. 
Dinner dance, East Lake Coun’ 
try Club. 


THURSDAY, OCTOBER 31 
General Session 
Chairman, Gaylord S. Morse. 


9.30 Meeting called to order 
by President C. H. Wet 
terau. 
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9.35 Music. 

9.40 Invocation. 

945 Address of welcome— 
President Atlanta Clear- 
ing House Association. 

10.00 Presidents Message— 
C. H. Wetterau. 

10.30 “How to Sell a Financial 
Institution to the Outside 
Organization; Stockhold- 
ers, Directors, Officers, 
and Employes”—Fred W. 
Ellsworth, Hibernia Bank 
and Trust Company, 
New Orleans, La. 
Discussion. 

“How to Sell a Financial 
Institution to the Public” 
—Allan B. Cook, Guard- 
ian Trust Company, 
Cleveland. 

Discussion. 

Adjournment. 
Luncheon—An_ ‘“‘experi- 
ence’ (speechless) meet- 
ing—Chairman, H. Ennis 
Jones. 


Departmental Sessions 
2.30—5.00 


Trust Development — Chair- 
man, H. F. Pelham, Citizens & 
Southern National Bank, At- 
lanta. 

Investment—Chairman. John 
]. Foley, A. C. Allyn & Com- 
pany, Chicago. Vice-chairman, 
George Dock, Jr., William R. 
— Company, New York 
ity. 

Savings—Chairman, H. Fred 
Oltman, Grand Rapids Savings 
Bank, Grand Rapids, Mich. 


6.30-7.30 Informal dinner. 
7.30 General session—Address, 

Jason Westerfield, pub- 
licity director, New York 
Stock Exchange, ‘How 
The New York Stock Ex- 
change Uses Motion Fic- 
tures.” Address, A. E. 
Bryson, Halsey, Stuart 
and Company, Chicago. 
Supplemented by Halsey, 
Stuart Radio Hour (ac- 
tual broadcast). 


FRIDAY, NOVEMBER 1 
Departmental Sessions 
9.00—11.30 
Trust Development — Chair- 


man, H. F. Pelham, Citizens & 
Southern National Bank, At- 


lanta. 
Investment—Chairman, John 


Foley, A. C. Allyn & Company, 


hicago. Vice-chairman, George 


Knowlton, 


Helping lo 


Place 


behind the 


a Menace 
to Banks 


An incident in the war between 
banks and crime occurred in the 
West in November, 1928, when 
thieves took from a bank a 
nigger-head safe and kidnapped 
a machinist to open it 
Amongst the loer was $2,820 
worth of American Express 
Travelers Cheques 


Our secret service organization 
was notified to trail the rob- 
bers.and working from photos, 
three dangerous criminals were 
identified. Two weeks after, 
the first American Express 
Cheque was cashed at Joplin, 
Mo., and a fortnight later two 
of the crooks were arrested 
with some of the Cheques. 


By January 12th two others of 
the gang were arrested in Buf- 
falo, N. Y. They had $240 of 
the stolen American Express 
Travelers Cheques and subse- 
quent finger printing revealed 
that they were none other than 


Whitey Walker and Fred Nave 
Both were wanted for murders 


and bank robberies 


The entire gang is now behind 
the bars—permanently removed 
as a menace to society. Crooks, 
as a rule, do not attempt to 
negotiate or ramper with Amer- 
ican express Travelers Cheques 
for they are protected to the 
fullest extent. It is very often 
revealed that persons stealing 
American Express paper are 
dangerous criminals or are often 
wanted by banks on other 
charges. Their apprehension 
and arrest is thus an outstand- 
ing service to banks 


a ipcadabil 
ERICAN 


EXPRESS 
Oravelers cheques 


Steamship tickets, hotel reservations, itin- 
erarses, crusses and tours planned and 
booked to any part of the world by the 
American Express Travel Department 


A very effective arrangement of illustration and headline 
in an advertisement for magazine publication. 


Dock, Jr., William R. Compton 
Company, New York City. 


Don 


Union Trust Com- 


Commercial—Chairman, 


Chairman, 


Advertising 
Cedric 


Fundamentals— 
A. Morris, 
Union Trust Company, Detroit. 


pany, Cleveland. 


12.30 Luncheon. Chairman, 
Charles H. McMahon. 
Mrs. Rosenblatt, First Na- 
tional Bank, Detroit. 
“How to Interest Women 
of Means in Financial 
Matters.” Questions. 


Departmental Sessions 
2.30—5.00 


Business Development—Chair- 
man, E. V. Newton, Cleveland 
Trust Company, Cleveland. 

Trust Advertising—Chairman, 
Leopold Chambliss, Fidelity 
Union Trust Company, Newark, 
N. J. 


Annual Banquet—7.30 


Presiding—President C. H 
Wetterau. 


Toastmaster—Robert  Strick- 
land, vice-president Fourth Na- 
tional Bank, Atlanta. 


SATURDAY, NOVEMBER 2 
Business Session 


9.00 President Wetterau, 
siding. 


pre- 


Special Luncheon 
Newly elected president pre- 
siding. 
Afternoon 


Football game—Georgia Tech 
vs. Notre Dame. 





Holders of Anaconda 
Convertible 7's Will 
Sacrifice $100,000 
Because of fadure 
their bonds for con 


stock withm the tm 
prescribed by the 


€ approximately 
through loss of the 
mghts recently iss 
stockholders 
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“... And Those Bonds are 


Locked Up in My Safe 


y»9 
° 


THOUSAND miles from Wall Street . 

a wilderness of woods and waters be- 
tween the camp and the nearest railway... when 
a paper — two weeks old — informed him that 
some bonds in which he was a heavy investor 
and that the 
privilege to subscribe to valuable rights would 
be lost before he could get back to the city! 

A Security Safe-keeping Account estab- 
lished now will protect your investments 
while you are away this summer. Consult a 
Trust Officer about this up-to-date method of 
caring for investments or send for a copy of our 


booklet, “The Care of -Your Securities” today. 


had been called for conversion .. . 


THE NATIONAL CITY BANK 


OF NEW YORK 


TRUST DEPARTMENT 


tere TR 
Eo} 
43 EXCHANGE PLACE = =) NEW YORK CITY 


Futh Avenue at 28th Screet 


42nd Surcet at Madieon Avenue 


181 Montague Street, Brovkiyn 


Taking a specific instance as an example, New York's 
largest bank demonstrates the services of its 
trust department for people who expect to be away 


during the summer. 


The use of conversation in 


the heading, and the conversational tone in the 
copy make the advertisement easily read and at- 


tention getting. 


IN a recently published book- 
let called “The Place of 
Bonds in a Bank’s Invest- 
ment Program,” the North- 
ern Trust Company has out- 
lined, for its correspondent 
banks and for other banking 
institutions which are pro 
spective customers of its bond 
department, a system of de- 
velopment and management 
of the bank’s bond reserve 
account. A full page dia- 
gram showing an investment 
plan for banks outlines espe- 


ciallv the bond account re- 
serve, showing how it should 
be divided by types, market- 
ability, maturity and ge- 
ographic diversification. The 
various factors shown in the 


‘diagram are then discussed 


in the text, in a brief but 
easily understood fashion. 
The booklet is well writ- 
ten and contains valuable 
information for banks which 
wish to create bond accounts 
as part of their secondary 
reserve and for those which 


desire to analyze their pres 
ent accounts. 


AN unusual and effective 
newspaper advertisement was 
run full page size in New 
York City newspapers re 
cently by the Irving Trust 
Company of New York. 
Below two display lines 
reading “At the council table 
of the Irving Trust Com 
pany—Leaders in American 
Business” was a halftone re- 
production of a photograph 
of the members of the board 
of directors of the Irving 
Trust, taken as they were 
seated about the table in the 
directors’ room. The names 
and connections of the va 
rious members were given 
below, in the order in which 
they appeared in the picture. 
The cut was eight inches 
deep and extended across the 
entire page. Below the cut 
and caption there was a 
single paragraph of copy, as 
follows: 

“As one of the oldest and 
largest banks in America, the 
Irving Trust Company has 
found from experience the 
value of having at its council 
tabie men who have made 
important contributions to 
the growth of many busi 
nesses in diverse fields. . . . 
Active executives in leading 
companies, they represent a 
cross section of American 
industry. They bring to any 
problem which confronts the 
Irving not only mature judg 
ment but the initiative which 
has made their own activities 
successful. . . . This same 
policy is carried out by the 
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Reel 


Iving in appointing the 
members of the Advisory 
Boards of its Banking Offices, 
lcated in important busi- 
ness centers in Greater New 
York. These men bring a 
highly specialized experience 
to bear on the problems of 
business men in localities 
which they serve.” 


“Fork Want of a Will” 

the title of a folder in 
which the Chicago Trust 
Company outlines the laws 
of the State of Illinois 
showing the distribution of 
an estate where the owner 
leaves no will, or where no 
will is found. A brief ex- 
planation of terms is given, 
and then follows a number 
of charts showing the divi- 
son of an estate under 
various conditions. Four 
cases are cited: A_ single 
person, widow or widower, 
without lineal descendents; 
a widow or widower with 
lineal descendents; married 
person leaving spouse but 
no lineal descendents; and 
married person leaving 


spouse and lineal descen- 
dents. 


The bank then suggests 
that the reader study these 
charts to see how they ap- 
ply to his own situation. 
“If you are of the few 
whose estates could be dis- 
tributed according to these 
rigid laws and accomplish 
your wishes, no harm is 
done. If you are of the 
many who desire a different 
distribution and have not at- 
tended to it, we offer three 


” 


recommendations. 
The drawing of a will in 
co-operation with the trust 
company and an attorney, 
and the naming of a cor- 
porate executor are the 
recommendations made. 


ON moving to its new home 
at 37 Wall street, New York, 
the Interstate Trust Com- 
pany of that city published 
and distributed a good look- 
ing booklet containing a 
brief sketch of the Wall 
street of three centuries ago 
and a history of the found- 


_ yellow. 


ing and growth of the trust 
company. Pictures: of the 
board of directors, a map 
showing the location of the 
bank’s offices, and a chart 
showing its growth are used 
to illustrate the latter part 
of the booklet, while _his- 
torical photographs of down- 
town New York are repro- 
duced in the first part. 


The 


brown 
paper, 


book is printed in 
on coated manila 
with decorations in 
Tint blocks for the 
illustrations are also in 
yellow. The brown cover 


PERHAPS YOU KNEW THIS RICHMOND MAN 








Paice ‘ah 


CANNOT 
bewritlen ina 


PASS BOOK 


From the above true story, it is evident that 
a commercial bank is able to, and does pay a 
kind of interest that cannot be written in the 
pass-book. They are paying this kind of in- 
terest every day. 

For example, as savings mount up, the de- 
positor often looks for good investments. 





Commercial bankers help customers to make 
wise selections. 


If a home is to be bought, they advise on the 
soundness of the purchase plan, and their ad- 
vice is gratis. 

Perhaps a depositor eventually wishes to go 
into business for himself. Being favorably 
known at a commercial bank is a valuable 
asset. For there come crises in every busi- 
ness where being — at the right kind 
of bank counts much. 

The plain truth is that connection with a 
commercial bank is of vital importance to 
everyone who aspires to forge isd: The 
earlier this partnership starts, the better 
Every Bic i man or woman needs at times 
the services which only a commercial bank 
can render. 

A savings account is the easiest way to start 
this profitable relationship. This is National 
Thrift Week--an ideal time to begin your pro- 
gram for savings and success. Open an account 
now with one of these commercial banks. 


The Richmond Clearing House Banks 


Amenicas Bank & Trust Co. 
Bark oF Commence & Trusts 
Cesta National Bark 


Frast & Mercnasts Natrowa: Bana 
Savincs Bark of Ricnwoxn 
Sours Ricuwonp Baya 


Stave Pravrens Bask & Trust Co. 
Unrow Bank & Feoenat Trust Co. 
Weer Eve Bax 


One of a series of savings department advertisements 
being published in local newspapers by the banks of 
the Richmond, Va., clearing house. 
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contains the bank’s slogan, 
“A Bank of Personal Con- 


tact.” 


AN unusual and spectacular 
lighting display has been 
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planned for the new build- 
ing of the Union Trust Com- 
pany of Detroit by the Gen- 
eral Electric Company. The 
plan calls for the placement 
of a thirty-six inch search- 


THE NEXT 33 YEARS 


What will Cleveland be like? 
How shall we live, work, dress? 


I 


to its community. 


in the amazing achievements of business and science. 


for that participation 


N 1930 The Cleveland Trust Company starts its 35th year of service 


During that career it has had a prideful share 
As the reward 
it has grown apace. Now on the threshold of another 


period of usefulness, it plans further contribution to the greatness 


of its community. 


What do the next thirty-five years hold? 


The answer to this and similar questions is ot important interest 
to men and women as well as to banking and business, for we must all 


plan for that future. 


So this bank has asked some well-known authorities to predict the 


future as they see it. 


industry, architecture, 


ethics, philanthropy. 


We believe this 
Whatever the future 


we'll help you meet ut of Tomorrow. 


There will be <iiscussions of the city as a whole, its 
health, recreation, education, finance, transportation, 


will be a most interesting series and will set you 


and your neighbors seriously thinking and talking of the Greater Cleveland 


Cleveland Trust 


A Bank in every neighborhood 


Member Cleveland Clearing Hower Aseectation 
Member bDederal Reserve Svetem 


The introductory advertisement of a series which a 
Cleveland bank is publishing on the eve of its thirty- 
fifth anniversary to predict what the next thirty-five 


years will bring to that city. 


Each of the succeeding 


advertisements of the series contains a statement from 
some well known citizen visualizing the future in his 


respective field. 


The symbolic art work displayed in 
this advertisement is signi 


ficant of the entire series. 


light in each point of the 
eight-pointed. tower, the 
higher of the building's two 
towers,'. forty stories above 
the street. The searchlights 
will be the same size as those 
used to light Niagara Falls. 

The eight searchlights will 
revolve simultaneously and 
adjacent searchlights will re- 
volve in opposite directions 
and, as they revolve, will 
also oscillate vertically. The 
result will be a canopy of 
light spread out over the 
City of Detroit, which, on 
clear nights, will be visible 
many miles away. The dis 
play can be operated either 
with colored or uncolored 
lights, a color range of red, 
magenta, amber and green 
being made possible by color 
screens. By using the va’ 
rious colors, kaleidoscopic 
patterns may be woven on 
the sky. 


AN unusual plan of co 
operative advertising being 
put on by the clearing house 
banks of Richmond, Va., 
has for its slogan “The k‘nd 
of interest that cannot be 
written in a pass book” and, 
as the slogan implies, its 
primary object is to secure 
savings accounts for the 
commercial banks and trust 
companies, members of the 
Richmond Clearing House 
Association. 

The campaign is an answer 
to the question brought be: 
fore the clearing house as to 
how to meet the competiticn 
of special bank plans and 
finance companies for sav 
ings and while these had 





got grown to such propor- 
tions as to be menacing to 
the savings departments of 
the regular banks and trust 
companies which form the 
dearing house association, 
yet it was felt that great 
god could be accomplished 
by a co-operative advertising 
ampaign through the local 
newspapers to educate people 
to the advantages of the 
many services of the banks, 
with which the savings de- 
partments are usually the 
initial contact. 

The campaign is to run 
ix months, and will cost 
$12,000, which amount is to 
be borne by the participat- 
ing banks in proportion to 
thir size. A committee of 
three, Littleton Fitzgerald, 
Jt, manager new business 
department of the American 
Bank & Trust Company; 
lessee Wood, vice-president 
State-Planters Bank & Trust 
Company; and W. P. Ry- 
land, vice-president First Na- 
tional Bank, made the plans 
for the campaign and the 
copy was prepared by Staples 
® Staples, advertising agents. 

Each advertisement in the 
campaign presents in the 
form of an illustrated strip a 
hort history of a successful 
citizen of Richmond who 
started in the city with small 
means. This is run under 
the caption, “Do you know 
this Richmond man (or 
woman)?" the name of the 
citizen whose business career 
is thus presented being with- 
held. 

The stories cover practi- 
cally all of the representative 
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How Long Will 


Your Insurance Provide 


/ 


for Your Family? 


For a life time or a few years only? The 
management of your insurance estate will 


determine the answer to that question —and 


youcan determine the management now. Through 


a Life Insurance Trust, you can provide for your 


family not merely assured conservation of prin- 


cipal but an annual income so long as they live. 


Our officers will be glad to discuss with you the 


several forms of Life Insurance Trust that we 


offer, based on an experience that goes back to 
the beginnings of corporate fiduciaryship in 


America. 


A 
$. 


Bank of New Dork & Trust Co. 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $19,000,000 


48 WALL STREET, NEW YORK 


Uptown Office 
Madison Avenue at 63rd Street 


Well balanced 


layout 
feature this life 


NEw YORK 
CLEARING HOUSE 
MEMBERSHIP 
NUMBER ONE 


and attention-getting heading 
insurance trust advertisement of a 


New York Bank. 


industries of Richmond, in- 
clude both men and women 
and, in one instance, a young 
boy. 

Enlarged reprints of the 
advertisements are displayed 
in the lobbies of the co 
operating banks. 

The campaign is proving 
so successful that it is 
planned to extend it to other 
departments of the banks. 


THREE noteworthy booklets 
have recently been published 
by the First National Bank 
and the First National Com- 
pany of Detroit. One deals 
with aviation history and the 
part Detroit is playing in 


the aviation industry; a 
second contains highlights of 
Detroit’s history; while the 
third is devoted to views and 
description of the Fisher 
Building branch of the bank 
and company. 

“Highlights of Aviation 
History” is, according to the 
bank’s description, “a brief 
record of the steps by which 
man achieved the conquest 
of the air.” Its twenty-two 
pages contain ten color illus- 
trations depicting the prog- 
ress of aviation, painted for 
the bank by George W. 
Dinckel. There are also 
numerous sketches, repro- 
duced from models made 
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~ 
Centra TRUST COMPANY OF ILLINOIS, 
Chicago, announces the opening today of new and larger banking 
quarters at 208 South La Salle Street, Chicago. At this office will 
be combined the business of Central Trust Company of Illinois 
and of The Bank of America, Chicago, which recently was 
consolidated with it. General officers of the enlarged bank are: 


Cuantes G. Dawes 
Cheirmon of the Board 


M. E. Garesenacw 
Viee-hasrman of the Board 


Wruas R. Dawes 
) ce Premdent 


Evorve V. R. Taaver 


Chairman, Executive Commision 


Josera E. Ons 
Prepident 


C. Howaap Maxrmp 
View Pmsident 


CHICAGO 


An interesting example of the announcement type of 
advertisement, made individual by the use of modern- 
istic art work and unusual layout. 


by Detroit school boys. Be- 
ginning with the story of 
Icarus and his ill-fated flight, 
the booklet continues with 
the various steps through 
which aviation has passed, 
up to and including the 
famous flights of the last few 
years. At the end of the 
booklet is given a list of 
some of Detroit's aircraft 
enterprises and a relief map 
showing Detroit's history 
and from that city. The 
book is attractively gotten 
up and well written. 
“Highlights of Detroit's 
History” is an_ elaborate 
booklet containing reproduc- 


tions in color of ten models 
showing Detroit’s history 
which were displayed first 
at the opening of the bank’s 
Fisher Building branch last 
year. The scenes are mod- 
eled in bas-relief against 
backgrounds painted in oils 
from originals by George 
Dinckel. Each is eight feet 
long. The first model shows 
prehistoric times, the second 
life in that region before 
1700. The settlement and 
growth of the city are then 
portrayed in various scenes, 
the present being represented 
by a miniature model of the 
Fisher Building and the 


future by a visionary model 
of Detroit in the coming 
era. 

One scene is reproduced 
at the top of each page and 
is described in one or two 
paragraphs of text beneath 


‘it. Two photographs of the 


Fisher Building ‘branch are 
reproduced in color at the 
front of the book. 

Although it contains but 
eighteen pages, the book is 
bound in leather and de 
signed and published with 
all possible care and artistry. 

The Fisher Building branch 
is described and pictured in 
the third booklet, which has 
been gotten up in unusually 
large size—10 by 13 inches 
—and which is also elaborate 
in design. On the cover is 
a drawing of the Fisher 
Building, in pastel colors. 
Lining the covers is a color 
ful map showing the branches 
of the First National Bank 
in metropolitan Detroit. A 
short sketch of the building 
and its appropriateness as a 
setting for a First National 
branch precedes a group of 
halftone illustrations showing 
the interior of the bank. 
These are in color, showing 
the harmony of color which 
has been carried out in the 
bank design. The book is 
printed on heavily coated 
white paper, providing an 
excellent background for 
the large illustrations which 
make up most of the book- 
let. 





HERE'S 
HOW--- 


—Sell savings over bond competition 


—Build small unprofitable savings into profitable 
accounts 


—Revive dormant savings accounts 

—Establish a Real Estate Loan Department 
—Advertise for large construction loans 
—Advertise for small housing loans 

—Solicit correspondent bank accounts 

—Sell commercial banking to business men 
—Sell the checking account as a financial service 


—Inaugurate and announce the service charge on 
checking accounts 


—Meet trust objections in selling 

—Fit trust advertising into a general campaign 
—Analyze the trust department 

—Prepare institutional copy for investment houses 
—Develop sales promotion for investment houses 


—Coordinate sales, buying, advertising and sales 
promotion for investment houses 


TO FIND OUT-—ATTEND THE 
Fourteenth Annual Convention 


FINANCIAL ADVERTISERS 
ASSOCIATION 
HOTEL BILTMORE 
OCTOBER 30 
NOVEMBER 2 


ATLANTA - GEORGIA 
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Louis G. KAUFMAN 
President Chatham Phenix National Bank and Trust Com- 
pany, New York, who will be president and chief executive 
of the bank formed by the consolidation of the Chatham 
Phenix and the Bank of America. 


Chatham Phenix and Bank of 


America 


N agreement has been reached by 
Au G. Kaufman, president of 
the Chatham Phenix National 
Bank and Trust Company, New York, 
A. P. Giannini and Elisha Walker, 
president of Bancamerica-Blair Cor- 
poration, for the merger of the Chat- 
ham Phenix and the Bank of America, 
N. A. The plan is to be recommended 
to directors and stockholders of the 
two institutions. 
Mr. Kaufman will be president and 
chief executive of the consolidated in- 
stitution. Mr. Walker will be presi- 
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to Merge 


dent and chief executive of the af- 
filiated ‘securities company, and it is ex- 
pected that A. P. Giannini will be: 
come chairman of the board. 

It is expected that the new in 
stitution will have resources aggregating 
$800,000,000. This figure is based on 
the last statement published by the 
Bank of America National Associa: 
tion showing capital amounting to $25,’ 
000,000, surplus $35,000,000, undi- 
vided profits $2,384,633, and total re- 
sources of $416,804,175. The Chat- 
ham Phenix National Bank and Trust 
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ELIsHA WALKER 


President Bancamerica-Blair Corporation, who will head the 
securities company of the consolidated institution. 


Company statement, as of March 27, re- 
veals the capital as $13,500,000, sur- 
plus and undivided profits $15,698,029, 
and total resources of $309,595,149. 
One of the first indications that the 
Chatham Phenix was contemplating a 
merger was the announcement by di- 
rectors on May 28, recommending that 
a special meeting of stockholders be 
held on August 29 to approve an in- 
crease in capital stock from $13,500,- 
000 to $16,200,000. The total amount 
of new capital funds to be added at 
this time, however, is $12,150,000, of 
which $2,700,000 will be added to cap- 
ital and a like amount to surplus, while 
$6,750,000 will ‘be added to the cap- 
ital and surplus of the Chatham Phenix 
Company, security affiliate of the bank. 
When the capital readjustments 
have been completed the bank will 


have a capital of $16,200,000, surplus 
$16,200,000, and undivided profits in 
excess of $6,800,000. The capital and 
surplus of the Chatham Phenix Com- 
pany will amount to more than $8,- 
500,000. Stockholders at the same time 
will vote on reducing the par value of 
the shares from $100 to $20 and split- 
ting the stock five-forone. Rights will 
be given to subscribe to additional 
shares in the ratio of one share of new 
$20 par value stock for each old share 
held at $30 a share. 

In the last few years both the Bank 
of America, N. A., and the Chatham 
Phenix have been prominently identified 
in various mergers. In every instance, 
however, they have maintained their 
respective identities. Three mergers 
which the Bank of America has ar- 
ranged during recent months are now 
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completed, the principal merger being 
that of Blair & Co., Inc., the other 
two with small Brooklyn banks, the 
Traders National and the Nassau Na- 
tional. 

The merger brings together two of 
the oldest banks in New York City, 
both institutions being organized in 
1812, the Bank of America National 
Association as the Bank of America, 
and the Chatham Phenix as the Phenix 
Bank. The Bank of America did not 
become a national bank until April 30, 
1928, after its acquisition by the Gian- 
nini interests. On the same date other 
Giannini institutions in New York City, 
the Bowery and East River National 
Bank and the Commercial Exchange 
Bank, were made part of the Bank of 
America. 

In 1911 the Phenix Bank merged 
with the Chatham National Bank, be- 
coming the Chatham and Phenix Na- 
tional Bank of New York. This was 
changed in 1915 to the Chatham and 
Phenix National Bank of the City of 
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New York when it acquired the Cen- 
tury Bank of New York. When the 
Metropolitan National Bank and Trust 
Company was taken over in 1925 the 
name was again changed to the Chat- 
ham Phenix National Bank and Trust 
Company. 

The consolidation will mark a fur- 
ther enlargement of the New York 
activities of A. P. Giannini who, start- 
ing in California, has built up one of 
the greatest chain banking businesses 
in the United States which, with the 
merger with Blair & Co., now has 
broadened out to embrace securities. 
The merger will bring under one lead- 
ership approximately forty-two branch 
banks. It will also place the new or- 
ganization on an international plane, 
due to the affiliations which Blair @ 
Co. had built up in nearly all parts of 
the world. The securities company 
will have offices in more than twenty- 
three American cities, reaching from 
coast to coast, in addition to branches 
abroad. 


Coming Bankers’ Conventions 


AMERICAN 
TION, San Francisco, September 30-October 
3. Executive manager, F. N. Shepherd, 110 
East 42nd street, New York City. 


ARIZONA BANKERS ASSOCIATION, 


BANKERS ASSOCIA- 


Phoenix, November 8-9. 
Goldwater, Prescott. 


FINANCIAL ADVERTISERS ASSO- 
CIATION, Atlanta, Ga., October 30-Novem- 
ber 2. Executive secretary, Preston E. Reed, 
231 South LaSalle street, Chicago. 


INDIANA BANKERS ASSOCIATION, 
Evansville, September 11-12. Secretary, 
Miss Forba McDaniel, 310 Odd Fellow 
Building, Indianapolis. 


MASSACHUSETTS SAVINGS BANKS 
ASSOCIATION, Lenox, September 18-20. 
Headquarters, Hotel Aspinwall. Executive 


Secretary, Morris 


Manager, Dana S. Sylvester, 80 Federal street, 
Boston. 


MONTANA BANKERS _ ASSOCIA: 
TION, Billings, July 19-20. Secretary, John 
Romersa, Box 619, Kalispell. 


MORTGAGE BANKERS ASSOCIA- 
TION, New Orleans, October 29-31. Secre- 
tary, Walter B. Kester, 122 West Adams 
street, Chicago. 


SAVINGS BANKS ASSOCIATION OF 
NEW YORK, S. S. Volendam to Havana, 
Cuba, October 25-November 3. Secretary, 
Paul W. Albright, 110 East 42nd street, 
New York City. 


WYOMING BANKERS ASSOCIATION, 
Lander, August 30-31. Secretary, Harry B. 
Henderson, First Joint Stock Land Bank, 
Cheyenne. 





Continental Bank, New York, to 
Become Brokers’ Bank 


HE Continental Bank of New 
York, which has in recent years 
played an increasingly important 
role in meeting brokers’ requirements, 
will become the “brokers’ bank of Wall 
Street” by the increase of its capital to 
$20,000,000 with $13,500,000 new 
money subscribed by a large group of 
Stock Exchange and Curb houses. 
More than 350 Stock Exchange and 
Curb houses, partners and the interests 
closely associated with Wall Street, have 
subscribed to the new stock of the Con- 
tinental which becomes the first institu- 
tion of important size to be owned and 
controlled by, and operated in the in- 
terests of, the brokerage interests of the 
“Street.” 
Smith & Gallatin, members of the 
New York Stock Exchange and leaders 
in the movement for the creation of a 


brokers’ bank, head the group of firms 
which have underwritten the new stock 


F. H. Hornsy 


President of the Continental Bank of 
New York. 


and are privately offering shares to other 
brokerage houses. The program, involv- 
ing proportionately the sharpest upward 
revision in a bank’s capitalization in the 
history of New York banking, will not 
involve any change in the ownership, 
name or management of the bank, 
which is already identified with Stock 
Exchange and Curb interests, but rather 
a broadening of the group now in 
control. 

The Continental, since the war, has 
specialized in Wall Street business 
under the presidency of Frederick H. 
Hornby and, as vacancies have occurred 
on its board, representatives of leading 
brokerage houses have been added to 
its directorate. Mr. Hornby estimates 
that between 70 and 75 per cent. of 
the bank’s present volume represents 
“Street” business. 

In establishing the Continental as the 
brokers’ bank, the sponsors of the Wall 


wee 


F. N. INSINGER 


Vice-president and cashier of the 
Continental Bank. 
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Street project obtain a nucleus of expe- 
rience and organization around which a 
great bank can be developed and avoid 
the experimental work and growing 
pains incident to the launching of a 
new institution. The bank’s head- 
quarters are conveniently located at 25 
Broad street, where additional space will 
be taken to provide for the expansion in 
business which will result from the in- 
crease in capital resources. 

The enlarged institution will devote 
its efforts and resources and shape its 
operations primarily to the accommoda- 
tion of brokers’ business, marking the 
first time that Stock Exchange and Curb 
houses, as a group, have received first 
consideration at the hands of an institu- 
tion of major rank. The bank will be 
interested in establishing countrywide 
correspondent connections and in de- 
veloping additional commercial business. 

The Continental Bank of New York 
at present has total capital funds of 
$2,500,000, apportioned $1,000,000 to 
capital and $1,500,000 to surplus. 
Through offering to shareholders of 
100,000 additional shares of $10 par 
value each, this is in process of being 
increased to $6,500,000. The program 
provides for an increase in capital from 
$2,000,000 to $6,000,000 through the 
authorization and issue of 400,000 addi- 
tional shares of stock, of which 100,000 
shares will be issued to shareholders as 
a 50 per cent. stock dividend. At the 
same time the capital stock of the Con- 
tinental Corporation is to be increased 
from 200,000 shares to 600,000 shares 
of $5 par value. Three hundred thou- 
sand shares of the bank’s stock and 
400,000 shares of the security com- 
pany’s stock are to be sold to the brokers’ 
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group with the understanding that the 
additional 400,000 shares of the security 
company’s stock are to be transferred to 
the trustees for the pro rata benefit of 
stockholders of the bank. 

Upon consummation of this project 
capital structure of the bank will be 
composed of: capital, $6,000,000; sur- 
plus, $11,000,000, and capital of the 
securities company, $3,000,000. 

The board of directors of the bank is 
being increased from fifteen to thirty 
of whom twenty-eight have already been 
named as follows: 

Frederick H. Hornby, president; 
Julian A. Acosta, Springs & Co.; H. 
Ronald Chambers, Jr., Chambers & Co.; 
Edwin N. Chapman, Chisholm & Chap- 
man; Andre deCoppet and Arthur 
Hetheringtcn, deCoppet & Doremus; 
Fred W. Frazier, General Baking Com- 
pany; Oscar Dressler; Siegfried Gable, 
of Hagedorn & Co.; Frost Haviland, of 
J. H. Holmes & Co.; Robert B. Honey- 
man, of Broadway Coal & Land Com- 
pany; Frank Poel, of Poel & Kelly, Inc.; 
Martin J. Quinn, of E. C. Benedict & 
Co.; F. N. Insinger, vice-president and 
cashier; Mason B. Starring, Jr., of 
Campbell, Starring & Co.; Henry M. 
Wise, attorney; Albert R. Gallatin, of 
Smith & Gallatin; John G. Bates, of 
Taylor, Bates & Co.; Edward Small 
Moore; George P. Smith, of Smith & 
Gallatin; Lewis Dunham; Albert L. 
Smith, of E. B. Smith & Co.; Robert C. 
Winmill, of Gude, Winmill & Co.; 
Prescott S. Bush, of W. A. Harriman 
& Co., Inc.; Woodward Babcock, of 
Harris, Winthrop & Co.; John C. Max- 
well, of Tucker, Anthony & Co.; 
Frazier: Jelke, of Frazier Jelke & Co.; 
and Harry P. Bingham. 





New York State Bankers Meet in 
Toronto 


PPOSITION to any revision of 
() Section 5219 of the United 

States Revised Statutes, which 
relates to state taxation of national 
banks, was voiced by the New York 
State Bankers Association, meeting in 
annual convention in Toronto, June 
17-19. The present tendency toward 
state rather than national banking 
charters, it was brought out, makes it 
imperative that the national institutions 
be protected against excessive taxation 
as far as possible. 

The association did not bring up for 
resolution the criticism of the Federal 
Reserve Board’s policy, which had been 
mentioned in the president’s address by 
Michael H. Cahill, president of the 
Plaza Trust Company of New York, 
and by other speakers. 


William K. Payne, president of the 


WILLIAM K. PAYNE 
President Cayuga County . National 
Bank, Auburn, N. Y., and new presi- 
dent of the New York State Bankers 

Association. 


Cayuga National Bank of Auburn, was 
elected president of the association to 
succeed Mr. Cahill. Mark M. Holmes, 
president of the Exchange National 
Bank of Olean, was chosen vice-presi- 
dent; and W. W. Maloney, vice-presi- 
dent of the National Bank of Geneva, 
as treasurer. Edward J. Gallien con- 
tinues as secretary of the association. 

Two amendments to the Federal 
Reserve Act and a revision of the Na- 
tional Bank Act were advocated by Mr. 
Cahill in his address. He first advo- 
cated that the Federal Reserve Act be 
amended to divide the net earnings of 
the Federal Reserve banks more equt- 
tably between the member banks and 
the Government. He then proposed to 
“give some thought to whether or not 
the Act should be amended so as to 
make sound collateral loans eligible for 


Mark M. HoLMeEs 
President Exchange National Bank 
of Olean, N. Y., who was elected 
vice-president of the association for 

the coming year. 
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rediscount in Federal Reserve banks.” 
His third proposal was that Congress 
should be persuaded to liberalize the 
National Bank Act so as to keep 
pace with the times, and check the 
alarming and increasing practice of na- 
tional banks’ surrendering their charters 
and becoming state banks and trust 
companies, since state banks, while 
sound, permit a bank to operate with 
much more latitude and profit. 

In his criticism of the Reserve Board 
Mr. Cahill said: “No fault should be 
found with its object, but the Board 
deserves rather severe criticism for the 
unfortunate publicity methods it used. 
Conceding that credit conditions were 
approaching the danger point, the sit- 
uation demanded to be handled with 
great delicacy so as not to create panic 
in the minds of the investing public, 
the quickest way to bring about a crash 
in the stock market disastrous to our 
entire credit structure. Instead of 
issuing dire warnings and mandatory 
and threatening proclamations, the 


Board should have sought the friendly 


co-operation of its member banks, with- 
out publicity, directing each Federal 
Reserve bank to call an immediate con- 
ference of the key bankers in its dis- 


trict, asking them to refrain from 
making any more speculative loans and 
to call in, quietly and quickly, all out- 
standing loans of this character. As 
every banker knows his speculative 
loans, in ten days a sound liquidation 
movement would have been in effect, 
the stock market would have remained 
firm, many small investors would have 
been spared serious losses and our en- 
tire economic structure would not have 
been disturbed as it was by the very 
unwise action taken. Bankers would 
have been glad to co-operate with the 
Board in this way.” 

A discussion of legislation at the 
first session (Monday morning) of the 
convention was opened with a report 
of the legislative committee by its chair- 
man, Harold K. Downing, chairman of 
the board of the Troy Trust Company. 
There followed two addresses, the first 
by Thomas B. Paton, Jr., assistant gen- 
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eral counsel of the American Bankers 
Association, on “The new Bank Col- 
lection Code,” and the second by E. 
C. Stokes, chairman of the board of 
the First Mechanics National Bank of 
Trenton, N. J., and former governor of 
New Jersey. Mr. Stokes spoke on 
“The Bank and the Credit Function— 
What It Is Not and What It Is.” 

Mr. Paton gave a description of the 
bank collection code recommended by 
the American Bankers Association 
which has recently been passed in New 
York and in seven other states and 
which it is hoped will be passed in the 
other states of the Union. 

By the simple operation of the force 
of economic law, the system of in- 
dependent unit banks will disappear in 
a few years, Charles V. Collins, former 
deputy comptroller of the currency, 
told the bankers in an address on “The 
Bank Merger Movement in the United 
States.” The merger movement, he 
said, is not a race for size nor a move- 
ment fostering speculation in bank 
stocks, and it is not designed to estab- 
lish a banking monopoly in the United 
States. The economic interpretation of 
the movement may be reduced to four 
categories: First, economy and effi- 
ciency of operation; second, rendition of 
wider banking services; third, prepara- 
tion for participation in foreign financ- 
ing and trade; and, fourth, movement 
into position for group and branch 
banking. 

“Every bank merger offers an oppor- 
tunity for an improvement of the 
operating conditions of the combined 
institution. It is possible to select from 
the personnel of both banks the most 
highly trained and efficient, and it is 
also possible for the consolidated bank 
to take advantage of the opportunity to 
avail itself of new developments in 
banking policy and thereby adopt im- 
proved standards of banking operation. 

“The aggregate banking resources in 
the United States will, in the future, 
increase not only from the natural 
growth of the wealth and resources of 
the class of clients now doing business 
with the banks but also perhaps to an 
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even greater extent from the entry of 
banks into new fields of banking. . . .” 

In regard to group banking, Mr. 
Collins said it must, at best, be con- 
sidered as an interim development to- 
ward branch banking. “Branch bank- 
ing is coming to be more fully under- 
stood in this country and the time does 
not seem far distant when public 
opinion will demand the type of bank- 
ing which it will bring. When that 
day comes the great bank-merger move- 
ment in the United States will have 
revealed its most dominant economic 
meaning because only these strong 
metropolitan banks will be in a position 
to become centers of branch banking 
systems.” 

Charles H. Wheaton, trust officer 
of the National City Bank of New 
York, explained the growth of the 
bank as the trustee and administrator 
of estates, in an address, “The Human 
Element in the Corporation Trustee.” 

Nathan B. Williams of Washington, 
D. C., who has acted as associate coun- 
sel for the American Bankers Associa- 
tion for many years, spoke on the sub- 
ject of “Business Relations with the 
Government.” He condemned the in- 
creasing cost of government and made 
a plea for greater interest by business 
men in local governmental affairs as 
well as in the Federal Government. 

Wednesday’s addresses included one 
by K. W. Jappe, of the Brookmire 
Economic Service of New York, on 
“Securities Department of the Country 
Bank,” and a second by Gus W. Dyer, 


professor of economics of Vanderbilt 
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University, on “Responsibility of 
Leadership in the Field of Industry.” 

Hamilton Ward, attorney general of 
the State of New York, spoke at the 
annual banquet, which was held Tues- 
day evening. He urged the delegates 
to see that the State Banking Depart- 
ment is properly officered and advo- 
cated the supervision of investment 
trusts by the department. 

Following the meeting of the asso 
ciation, members who also belong to the 
American Bankers Association elected 
officers to represent New York State in 
the latter association. Michael G. Ca- 
hill, Willis G. Nash, vice-president of 
the Irving Trust Company of New York, 
and John T. Symes, president of the 
Niagara County Bank and Trust Com: 
pany, were elected members of the 
executive council for a term of three 
years. A. B. Merrill, president of the 
First Trust and Deposit Company of 
Syracuse, was elected a tentative mem- 
ber of the council, and William C. 
Feathers, president of the Manufac- 
turers National Bank of Troy, was re- 
elected vice-president for New York 
State, to serve one year. 

Business sessions of the convention 
were held in the morning, with the 
aiternoons left open for golf and other 
amusements. 

Willis G. Nash was chairman of 
the convention committee, the other 
members of which were Walter Jerome 
Green, chairman Utica National Bank 
and Trust Company; Wilson R. Camp- 
bell, president Farmers & . Mechanics 
Trust Company of Bath, N. Y.; and 
William K. Payne. 





Illinois Bankers Discuss Current 
Problems 


DDRESSES by Craig B. Hazle- 
Av president of the American 


Bankers Association; Rudolf S. 


Hecht, president Hibernia Bank and 
Trust Company, New Orleans; and 
Louis T. McFadden, member of Con- 
gress from Pennsylvania and chairman 
of the House Banking and Currency 
Committee, were features of the an- 
nual convention of the Illinois Bankers 
Association, held in Aurora, IIl., June 
20 and 21. 

Present-day problems were taken up 
by the main speakers and, as well, in 
the committee reports and discussions. 

In his address, “The Need for New 
Thinking in the Banking Business,” 


Mr. Hazlewood compared the situation 
with that in 1919 when there was an 
inflation over banking loans based on 


land held at prices which could never 
show a proper investment return; loans 
to manufacturers having swollen inven- 
tories and everyone was making money. 
Then came the deflation and resulting 
liquidation. There resulted loss of con- 
fidence and failure of banks in large 
numbers. While the widest publicity 
was given to the bank failures, Mr. 
Hazlewood said, there was practically 
no recognition of the twenty-odd thou- 
sand banks in the country which stood 
the test and which are operating today, 
many of them in districts where con- 
ditions were the worst. 

Mr. Hazlewood gave a complete sum- 
mary of the problem of bank opera- 
tion, showing that in a recent survey 
of banks in Illinois the net additions 
to capital and surplus in 1928 were 22 
per cent. less than in 1921. Through- 
out the last two decades the increasing 
operating expense has not been offset 
by the increasing deposit liability. He 
closed his address with the question: 
“If each one of us will recognize the 
importance of new thinking in the 
banking business and will encourage 
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the application of sound management 
practice in our Own institutions, what 
excuse can there be five years from 
now for the existence of any unsound, 
unliquid and unprofitable banking in- 
stitution in America?” 

“Whither Are We Drifting?” was 
the subject under which Mr. Hecht 
discussed the growth of branch and 
chain banking. The unit, or locally 
owned, bank, he said, is on trial and 
must vindicate itself. “It depends on 
the unit bankers themselves whether the 
system shall continue to live or be ulti- 
mately swept away by the rising tide 
of branch and chain banking.” 

However, he added, “I can see no 
good reason why any of us should take 
a pessimistic view of the situation, nor 
display any undue anxiety for the 
future, for after all an intelligent and 
alert banker can operate a safe and 
sound institution under almost any 
kind of a law.” 

Mr. Hecht deplored the tendency of 
the country as a whole, from an eco- 
nomic standpoint, to concentrate too 
much power in the hands of a few. 
On the other hand, he admitted that 
it was useless to swim against the tide; 
that it must be recognized that group, 
chain banking or branch banking is go- 
ing on whether it is liked or not. 

His talk included statistics showing 
the remarkable growth of chain and 
branch banking. 

In his address on “Present Day 
Banking,” Mr. McFadden brought up 
the question of the position of the 
country bank and, while he agreed 
with Mr. Hazlewood that these banks 
would be in a much stronger position 
if they were operating with modern 
methods and machinery, he questioned 
whether these institutions were in a 
position to adopt these high standards. 

“The McFadden Banking Act of 


1927 was the last comprehensive piece 
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of banking legislation enacted by Con- 
gress,” he said. “This law, however, 
was an emergency measure and was 
declared to be such at the time. While 
it clarified certain provisions of the na- 
tional bank act, its principal design 
was to put Congress in a position later 
to formulate a permanent banking. policy 
for the United States which would 
take into account whether we should 
continue under the old system of carry- 
ing on banking through many thou- 
sands of separate and independent cor- 
porations or whether some form of 
branch banking should not displace the 
unit system. As a consequence the 
McFadden Act encouraged the growth 
of branch banking in the larger cities 
but prohibited its further expansion in 
the country districts. I think it will 
be generally agreed that the time is 
now about ripe to reach a definite con- 
clusion upon a permanent policy.” 
Mr. McFadden also took up the 
present trend of large institutions to 
the state rather than to the national 
banking system. “Without in any way 
committing myself to a definite pro- 
gram,” he said, “or forecasting what 
the banking and currency committee 
may do, I mention some of the policies 
which Congress could adopt for the 
purpose of establishing and maintain’ 
ing a single unified system of com: 
mercial banking in the United States. 
“Nation-wide branch banking powers 
could be given to the national banks. 
“National banks could be relieved 
of all taxation by the state govern- 
ment since such taxation is now im- 
posed solely by permission of Con- 
gress. This permission could be with- 
drawn. 
“Under its constitutional power to 
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regulate commerce between states, Con- 
gress could limit the financing of trans- 
actions in interstate commerce to the 
national banks. 

“The adoption of all or any one of the 
above proposals would give such an ad- 
vantage to the national charter that no 
large state bank could afford to operate 
under a trust company or state bank 
charter.” 

The address of the association presi- 
dent, Omar H. Wright, president Sec- 
ond National Bank of Belvidere, told 
of the work being done by the associa- 
tion. It was followed by reports from 
the various committees—committee on 
taxation, committee on agriculture, 
committee on state legislation, etc. 

In addition to the three business 
sessions, there were a number of en- 
tertainment features, including a 
theater party, banquet and dance, and 
a drive through the Fox River Valley. 

William George, president Old Sec- 
ond National Bank, Aurora, was chair- 
man of the committee on general ar- 
rangements for the convention and also 
chairman of the entertainment and 
banquet committee. F. J. Knight, presi- 
dent Merchants National Bank, Aurora, 
was chairman of the committee for 
ladies’ entertainment. Harry J. Cooper, 
vice-president Old Second National 
Bank, Aurora, was chairman of the 
hotel committee. S. W. Thorne, as- 
sistant cashier Aurora National Bank, 
Aurora, was chairman of the committee 
providing automobiles for the visiting 
guests. W. V. Slaker, assistant cashier 
Merchants National Bank, Aurora, was 
chairman of the golf committee, and 
George W. Alschuler, president of 
the Broadway Trust and Savings Bank, 
Aurora, was chairman of the reception 
committee. 
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RESOURCES 

Cash and Due from Banks. $ 450,079,153.08 
Loans and Discounts 572,200,998.59 
U. S. Government Securities 152,990,748.84 
Other Securities 55,885,457.10 
Bank Buildings 13,000,393.67 
Redemption F un d—tuwU. 8S. 

Treasurer 
Customers’ Acceptance 

Liability $68,685,019.66 

Less Amount 

in Portfolio 1,099,066.00 


124,875.00 


67,585,953.66 


Other Assets ... 4,320,646.37 


$1,316,188,226.31 


LIABILITIES 
Capital 
Surplus 
Undivided Profits 
Reserved for Taxes, Inter- 


est, etc. 3,104,681.87 
Divi 


19: 2,135,000.00 
Deposits 1,048,009,157.2 
Due to Federal Reserve 

Bank 
Circulating Notes 
Acceptances $70,654,595.59 

Less Amount 

1,099,066.00 


in Portfolio 
Acceptances, Bills, ete. 

Sold with Endorsement 
Other Liabilities 


18,937,918.04 


8,000,000.00 
2,407,200.00 


69,555,529.59 
41,909,122.80 


129,616.80 
$1,316,188,226.31 


Board of Directors 


HENRY W. CANNON 
ALBERT H. WIGGIN 
Chairman of the Board 
JAMES N. HILL 
DANIEL C. JACKLING 
President, Utah Copper Co. 
CHARLES M. SCHWAB 
Chairman, Board of Directors, Bethlehem 
Stee! Corporation 
NEWCOMB CARLTON 
President, Western 
Company 
FREDERICK H. ECKER 
President, Metropolitan Life Insurance 
Company 
CARL J. SCHMIDLAPP 
Vice-President 


GERHARD M. DAHL 
Chairman, Board of Directors, Brooklyn- 
Manhattan Transit Corporation 


REEVE SCHLEY 
Vice-President 


H. WENDELL ENDICOTT 

JEREMIAH MILBANK 

HENRY OLLESHEIMER 
Vice-President 


ARTHUR G. HOFFMAN 
Vice-President, The Great Atlantic 
Pacific Tea Company of America 


F. EDSON WHITE 
President, Armour & Company 


ALFRED P. SLOAN, JR. 
President, General Motors Corporation 


MALCOLM G. CHACE 


Union Telegraph 


THOMAS N. McCARTER 
President, Public Service Corporation of 
New Jersey 

ROBERT L. CLARKSON 
President 

AMOS L. BEATY 


JOHN McHUGH 
Chairman of the Executive Committee 
WILLIAM E. S. GRISWOLD 
Vice-President, W. & J. Sloane 
HENRY O. HAVEMEYER 
President, Brooklyn Eastern 
Terminal 
L. F. LOREE 
President, The Delaware & Hudson Co. 
THEODORE PRATT 


ROBERT C. PRUYN 
President, National Commercial Bank & 


Trust Company, Albany, N. Y 
SAMUEL F. PRYOR 
Chairman of the Executive Committee, 
Remington Arms Company, Inc. 
FERDINAND W. ROEBLING, JR. 
President, John A. Roebling’s Sons Co. 
EARL D. BABST 
Chairman, Board of Directors, American 
Sugar Refining Company 
FRANCIS H. BROWNELL 
First Vice-President, American Smelting 
& Refining Company 
JAMES T. LEE 
Vice-President 
ANDREW W. ROBERTSON 
Chairman, Board of Directors, Westing- 
house Electric & Manufacturing Company 
HALSTEAD G. FREEMAN 
Chairman of the Executive Committee 
and President, Chase Securities Corpo- 
ration 
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What Banks and Bankers 
Are Doing 


ArteMus L. Gates has been elected 
president of the New York Trust Com- 
pany, New York, to succeed Harvey 
D. Gibson, who will be chairman of 
the executive committee. Mr. Gates 
was also elected a member of the board 
of trustees, of which Mortimer N. 
Buckner is, chairman. 


ArTEMUS L. GaTEs 


Newly elected president of the New 
York Trust Company. 


Mr. Gates was born in Cedar Rapids, 
Iowa, in 1895 and was a resident of 
Clinton, Iowa, until 1919 when he be- 
came associated with the Liberty Na- 
tional Bank of New York. When this 
institution was merged with the New 
York Trust Comipany in 1921, Mr. 
Gates remained with the New York 
Trust Company and in 1926 was made 
a vice-president. His entire banking 
career has been with this bank. 

Mr. Gates was graduated from 
Hotchkiss School and from Yale Uni- 


versity. During the war he served as 
an officer in the United States Naval 
Reserve. He became an ensign in naval 
aviation in 1917 and was a lieutenant 
commander when he left active service 
in 1919. Mr. Gates was decorated by 
the United States Government with the 
Distinguished Service Medal, by Great 
Britain with the Distinguished Flying 
Cross and by France with the Croix 
de Guerre. He was also made an officer 
of the Legion of Honor. 

The New York Trust Company was 
first organized in 1889 as the New 
York Security & Trust Company and 
assumed its present name after a merger 
with the Continental Trust Company. 
Since 1921 its surplus and undivided 
profits have increased 56 per cent. and 
its deposits have increased 162 per cent. 


Harotp A. Lyon 


Recently appointed advertising man- 
ager of the Bankers Trust Company 
of New York. Mr. Lyon had for- 
merly directed advertising and new 
business activities at the First Na- 
tional Bank of Boston. 


Li 
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GerorGE Bosse, of the New York office 
of the Atlantic Corporation of Boston, 
has won the James G. Cannon prize 
for the best essay on the subject, “The 
Situation Regarding Brokers’ Loans.” 
George H. Cutter, Jr., of C. F. Childs 
& Co., received honorable mention. 
This prize has been offered annually 
since 1910 by the New York Chapter, 
Inc., of the American Institute of Bank- 
ing to that one of its members who 
wrote the best essay on an assigned 
subject. The judges were Charles C. 
Fisher of the Seaboard National Bank 
of New York, chairman; Horace W. 
Foster of the American National Bank, 
and Ernest T. Love of the Chase Na- 
tional Bank. 


Ropert A. BisHoP 


Vice-president Central National Bank 
of Cleveland and Central National 
Company, security affiliate, who was 
elected president of the Bond Club 
of Cleveland at a recent meeting. 
Mr. Bishop has also been elected vice- 
president of the Cleveland Rotary 
Club. 


LayTon C. Noet has been appointed 
Pittsburgh representative of the Equi- 
table Trust Company of New York, 
with offices in the Oliver Building. The 


office will function as a contact point 


THE BANKERS MAGAZINE 


with the Equitable’s main office in 
New York for local customers and 
correspondent banks. 


BRYANT W. GriFFIN, formerly adver- 
tising manager of the National Newark 
& Essex Banking Company, Newark, 
N. J., has joined the financial adver- 
tising department of Albert Frank & 
Co., New York advertising agency. 


Cart R. Leg, until a few months ago 
a vice-president of the Midland Bank 
of Cleveland, has been elected a vice- 
president of the Central National Bank 
of Cleveland. Mr. Lee left the Mid- 
land to become an officer in the Bank 
of the Manhattan Company, New 
York. 


MUTUAL SAVINGS BANKERS 
MEET AT SARANAC 


RoBERT Louis HOoGuEt, vice-president 
of the Emigrant Industrial Savings 
Bank of New York City, was elected 
president of the National Association of 


© sacnracn 
Rospert Louis HoGuet 
Vice-president Emigrant Industrial 
Savings Bank of New York, who has 
been elected president of the Asso- 
ciation of Mutual Savings Banks. 





WILLIAM J. WASON, JB., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 


SUV NMUNNLUUNUUU HONE 


Mutual Savings Banks at its ninth 
annual convention at Saranac Inn, N. 
Y., last month. T. F. Wallace, presi- 
dent Farmers & Mechanics Savings 
Bank of Minneapolis, was elected vice- 
president; Walter E. Hallett, vice- 
president Bank for Savings of New 
York City, treasurer, and John W. 
Sandstedt, executive secretary. 

Among the plans suggested for the 
benefit of the mutual savings banks’ 
12,000,000 depositors was that the 
banks should take on trust functions 
and checking privileges. 

Reports at the convention showed 
that although the mutual savings banks 
are in operation in only seventeen 
states, they continue to maintain their 
leadership in the total of savings de- 
posits. Mutual savings banks have 
30.51 per cent. of the total savings de- 
posits in the United States; state banks, 
26.74 per cent.; trust companies, 14.36 
per cent.; private banks, 00.06 per cent.; 
and national banks, 28.33 per cent. 


YEO NIGHT DEPOSITORIES 
INSTALLED 


Amonc the banks which installed the 
Yeo Original Rotary Night Depositories 
during the month of April, according 
to announcement by Samuel P. Yeo, 
president of the Bank Vault Inspection 
Company of Philadelphia, are the fol- 
lowing: Old National Bank and Union 
Trust Company, Spokane, Wash.; 
Peoples Wayne County Bank (two 
branches) of Detroit; North Texas Na- 
tional Bank, Dallas, Tex.; Highland- 
Quassaick National Bank and Trust 
Company (two branches), Newburgh, 


INTEREST ALLOWED ON 


UHRA 


Kings County Trust Company 
City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $5,500,000 Undivided Profits $601,000 


JULIAN P. FAIRCHILD, President 


THOMAS BLAKE, Secretary 
ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assistant Secretary 


ALBERT E. ECKERSON Auditor 


DEPOSITS 


N. Y.; Bank of Detroit, Mack-St. Jean 
branch, Detroit; National Bank of 
Commerce. Houston, Tex.; Pontiac 
Commercial & Savings Bank, Pontiac, 
Mich.; Wachovia bank and _ Trust 
Company in Winston-Salem, Raleigh, 
Salisbury, High Point and Asheville, 
N. C.; American State Bank, Branch 
“R,” Detroit; Union Trust Company, 
Terminal Square Office, Cleveland; 
Kingsboro National Bank, Brooklyn, 
N. Y.; Northwestern National Bank, 
Philadelphia; First National Bank, 
Vicksburg, Miss.; and Aldine Trust 
Company, Philadelphia. 


LOS ANGELES BANK TO SPLIT 
STOCK 


Directors of the Citizens National 
Trust and Savings Bank of Los Angeles 
have approved a plan to reduce the par 
value of the bank’s stock from $100 to 
$20 a share, according to announce- 
ment by J. Dabney Day, president. As 
the stock is now on a 20 per cent. 
basis, the new shares will earn at the 
rate of $1 a quarter or $4 a year. 

By availing itself of the provision in 
the McFadden Act which allows re- 
duction in the par value of the shares, 
according to Mr. Day, the bank will 
be able to secure a wider distribution of 
its shares, particularly among those who 
do not wish to make a large initial 
investment. 

Edgar L. Marston has been elected 
a director of the bank. Mr. Marston 
was an original partner in Blair & Co. 
of New York, and one of the organizers 
and a director of the Bankers Trust 
Company of New York. He is also 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 
ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


a director of the Guaranty Trust Com- 
pany and of the Title Guarantee and 
Trust Company of New York and is 
closely associated with railroad interests. 


STATE TITLE ACQUIRES TWO 
COMPANIES 


THE State Title and Mortgage Com- 
pany, New York, has announced the 
acquisition of two companies, the First 
Mortgage Guarantee Company of Long 
Island City and the Provident Mort: 
gage Corporation of Jamaica. The 
resources and businesses of both com- 
panies have been merged with the State 
Title and Mortgage Company, result- 
ing in capital funds in excess of $10,- 
000,000 and in guaranteed mortgages 
and certificates outstanding of over 
$50,000,000. The management and 
personnel of each company will con- 
tinue as before. 


CHARLESTON, S. C., BANKS 
MERGE 


MERGER of ten banks, with offices 
located in fifteen cities, affiliated with 
the Peoples-First National Bank of 
Charleston, S. C., has been consum- 
mated. The new bank into which the 
ten organizations have been amalga- 
mated is called the Peoples State Bank 
of South Carolina. Its headquarters 
are at Columbia. The bank combines re- 
sources of $5,000,000, capital of $500,- 
000 and surplus of $100,000. R. Good- 
wyn Rhett is chairman of the board; 
R. Goodwyn Rhett, Jr., president; Ken- 
neth E. Bristol and E. B. Wublbern, 
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New York City 


vice-presidents, and F. W. Scheper, Jr., 
cashier. 


GUARANTY TRUST PLANS 
CAPITAL INCREASE 


THE board of directors of the Guaranty 
Trust Company of New York has ap- 
proved a plan for increasing the capital 
of the company from $70,000,000 to 
$90,000,000 by the issuance of 200,000 
shares to be offered to stockholders of 
record at the close of business June 24, 
at $500 a share. Stock of the bank 
is selling for more than $900, and the 
difference represents a large stock divi- 
dend to the bank’s stockholders. Date 
of issue of the increase will be July 22, 
1929. 

Each stockholder will be entitled to 
subscribe for one new share for each 
three and one-half shares held by him. 
The proposed increase will add $20, 
000,000 to the capital and $80;000,- 
000 to the surplus of the company. 
Accordingly, after the increase, the 
bank will have capital of $90,000,000 
and surplus of $170,000,000. 

The board of directors has also de- 
clared a 5 per cent. dividend for the 
quarter ended June 30, 1929. 


CENTRAL TRUST, CHICAGO, TO 
INCREASE CAPITAL 


Directors of the Central Trust Com: 
pany of Illinois, Chicago, have ap- 
proved plans for adding $5,250,000 to 
the capital structure of the bank and 
the Central Securities Company, its 
affliated investment organization. Ot 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


the amount, $1,500,000 will be used to 
increase the bank’s capital from $10,- 
500,000 to $12,000,000 and $750,000 
will be added to the bank’s surplus or 
undivided profits. The remaining $3,- 
000,000 will be added to the capital 
structure of the securities company 
and will be used in connection with a 
proposed enlargement of the company’s 
activities. 


INVESTMENT TRUST HEADED 
BY FRANK WHITE 


THE National Assets Corporation, an 
investing company of the general 
management type, has been formed 
under the laws of Delaware. The 
company will devote particular atten- 
tion to the stocks of banks and of trust, 
insurance, title and surety companies. 
Frank White, formerly treasurer of the 
United States, is president of the new 
corporation. 


AKRON, OHIO, BANKS MERGE 


THE First Trust & Savings Bank and 
the National City Bank, both of Akron, 
Ohio, have agreed upon plans to con- 
solidate under the name of the First- 


City Trust and Savings Bank. It will 
Operate under a state charter, with re- 
sources of more than $50,000,000. 


MID-CONTINENT TRUST 
CONFERENCE 


Tue fifth Mid-Continent Trust Con- 
ference will be held in Detroit, Novem- 
t 7 and 8, under the auspices of the 


Trust Company and National Bank 
divisions of the American Bankers As- 
sociation. Robert O. Lord, president 
of the Guardian Trust Company of 
Detroit, will serve as general chairman 


Rosert O. Lorp 


President Guardian Trust Company 

of Detroit, who will serve as general 

chairman of the Mid-Continent Trust 
Conference. 


of the conference. Participating in the 
sessions will be trust companies and 
banks doing a trust business in the 
states of Arkansas, Colorado, Illinois, 
Indiana, Iowa, Kansas, Michigan, Min- 
nesota, Missouri, Nebraska, North Da- 
kota, Oklahoma, South Dakota, Texas 
and Wisconsin. The meeting will be 


155 





THE BANKERS MAGAZINE 


The 
American 
Founders 

Group 


which has resources of 

over $175,000,000, 

includes four invest- 

ment companies of the 

general management 
type and 


American Founders 
CORPORATION 


BUSINESS ESTABLISHED 1922 


50 Pine Street, New York 


devoted to the consideration. of the 
problems of extending trust service. 


UNITED FOUNDERS BUYS INTO 
SEATTLE COMPANY 


THE United Founders Corporation, 
holding company of the American 
Founders Corporation, has bought a 
third interest in both the participating 
preference and common stocks of the 
United National Corporation of Seattle, 
Wash. The latter company controls 
a large group of diversified companies 
operating throughout the Pacific North- 
west. 

United Founders has resources of ap- 
proximately $35,000,000 and the new 
affiliation will increase it as the United 
National group has resources of about 
$25,000,000. The combined resources 
of the companies in the American 
Founders group and those in the United 
National group are well over $200,- 
000,000. 


In connection with the new affilia 
tion, United National Corporation has 
effected an arrangement with American 
Founders Corporation whereby it will 
have available the service of the statis. 
tical, analytical and economics depart- 
ments of American Founders Corpora- 
tion. American Founders Corporation 
now supplies investment service to In- 
ternational Securities Corporation of 
America, Second International Securi- 
ties Corporation, United States and 
British International Company, Ltd., 
and American and General Securities 
Corporation. 


FIRST NATIONAL, CHICAGO, 
SURPLUS INCREASED 


THE First National Bank of Chicago 
has increased its surplus from $20,000, 
000 to $25,000,000 by the transfer of 
$5,000,000 from undivided profits. The 
bank’s capital is also $25,000,000, having 
recently been increased $1,000,000. 
The new stock was sold at $600, the 
premium being used to increase the 
capital and surplus of the First Chicago 
Corporation, which now has $5,000,- 
000 capital. Capital and surplus of 
the First Union Trust and Savings 
Bank are each $7,500,000, with un- 
divided profits in excess of $5,000, 
000. The combined invested capital 
is thus well in excess of $75,000,000. 


KANSAS BANKERS MEET 


M. A. LimsockeR, president of the 
Peoples National Bank of Burlington, 
Kans., was elected president of the 
Kansas Bankers Association for the 
coming year at the annual convention 
held recently at Hays, Kans. Other 
officers elected are: Vice-president, B. 
A. Welch, cashier State Bank of King’ 
man; secretary, W. W. Bowman, vice’ 
president National Bank of Topeka; 
assistant secretary, Fred M. Bowman, 
Topeka; office. secretary, Eleanor J. 
Woodburn, Topeka; and treasurer, J. 
P. Ruppenthal, vice-president and 
cashier Russell Farmers’ State Bank, 
Russell. 
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COMMERCIAL CREDIT TO 
INCREASE CAPITAL 


STOCKHOLDERS of the Commercial Credit 
Company of Baltimore have ratified an 
amendment to the company’s charter 
which will create an issue of 1,000,000 
shares of Class A convertible stock with 
par value of $50, increase the author- 
ized issue of common stock from 1,200,- 
000 to 3,000,000 shares of no par 
value, and authorize the board of di- 
rectors to issue any or all of either the 
convertible or common stock without 
first offering it to the holders of com- 
mon stock. 


CALIFORNIA MERGER 


THE Crocker-First National Bank and 
the Crocker First Federal Trust Com- 
pany will merge with the American 
Trust Company, the largest bank con- 
solidation ever effected in California. 
It involves resources of more than 
$400,000,000 and deposits in excess of 
$330,000,000. 

The merger will combine three of the 
oldest banks in California and will rival, 
it is said, the Bank of Italy and Gian- 
nini interests. It is expected that the 
bank will retain the name of the 
Crocker-First National Bank, the oldest 
national bank in California, and that it 
will be headed by W. H. Crocker, 
president of the Crocker-First National. 


SOUTH DAKOTA BANKERS 
MEET AT RAPID CITY 


SoutH Dakota bankers, meeting at 
Rapid City last month at the annual 


convention of the South Dakota 
Bankers Association, elected as presi- 
dent for the coming year Thomas 
O'Brien, president of the Hoven State 
Bank; as vice-president, A. B. Cahalan, 
cashier First National Bank of Miller; 
treasurer, H. E. Edmunds, cashier 
American State Bank of Yankton. 

_Among the speakers at the conven- 
tion were Craig B. Hazlewood, presi- 
dent of the American Bankers Asso- 
ciation; Howell W. Murray, vice-presi- 


The South Carolina 
National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
Surplus 800,000.00 
Resources 30,000,000.00 


dent of A. G. Becker & Co.; Barrett 
Wendell, Jr., of Lee, Higginson & Co.; 
Walter F. Halley, president of the 
Rapid Air Lines; W. Herbert Roberts 
of the Will A. Beach Printing Co., 
and Badger Clark, South Dakota poet. 


CHATHAM PHENIX TO VOTE 
ON CAPITAL RAISE 


STOCKHOLDERS of the Chatham Phenix 
National Bank and Trust Company, 
New York, will meet August 29 to 
vote on a plan to increase the bank’s 
capital from $13,500,000 to $16,200,- 
000 by the sale of new stock at a 
premium sufficient to yield $12,170,000 
new money, of which $2,700,000 will 
be applied to capital and the remainder 
to surplus and to the funds of the 
Chatham Phenix Corporation. 


INTERSTATE PLANS INCREASE 
IN CAPITAL 


PLans have been approved by the 
board of directors of the Interstate 
Trust Company of New York to in- 
crease the capital of the company from 
$5,175,000 to $6,468,700, and the 
capital of the Interstate Corporation 
from $1,135,000 to $1,293,740, and to 
split the stock five for one. Stock- 
holders will meet July 3 to vote on the 
recommendation of the board. 

If the plan is approved, stockholders 
of record of July 8 will receive the 
right to subscribe to one new share of 
$100 par value for each four shares 
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Learn a Foreign 
Language 
French, Spanish, Italian, 
German, etc. 
Conversational instruction under 
our native teachers will give you a 
practical knowledge of any lan- 


guage in a few months. We invite 
you to take a Free Trial Lesson. 


Day and Evening Classes and In- 
dividual Instruction. Catalogue on 
request. 


RBERLIT7 


SCHOOL OF 


LANGUAGES 


Est. 1878 336 Branches 


New York—30 W. 34th St., Tel. Pennsylvania 1188 
Breoklyn—2 18 Livingston St., Tel. Triangle 1946 








If there is no Berlitz School in your city 
write to Dept. Z for particulars of our 
Correspondence Course in FRENCH. 








then held at $210 each and in the same 
proportion for stock of the Interstate 
Corporation at $20 each. The par 
value of the shares will then be re- 
duced to $20 and stockholders will re- 
ceive five shares of the new stock for 
each one of the old. At the same 
time the par value of the stock of 
Interstate Corporation will be reduced 
from $20 to $4. Stock of the Inter- 
state Corporation is held in trust for 
stockholders of the trust company. 


OKLAHOMA BANK ORGANIZES 
INVESTMENT COMPANY 


THE Security National Bank of Okla- 
homa City, Okla., has organized an 
afhliated corporation, the Security Na- 
tional Corporation, with an initial paid 
in capital of $100,000. The stock is 
owned by the stockholders of the bank, 
pro rata in proportion to their bank 
holdings. Its offices are in the bank 
building and H. C. Guthrie, vice-presi- 


dent and director of the bank, is vice- 
president and active manager of the 
corporation. 

The corporation will include in its 
activities real estate mortgage loans and 
financing, investment securities and 
mortgage participation and underwrit- 
ings. 

At the same time, the capital stock 
of the bank was increased from $750, 
000 to $1,000,000. Surplus remains at 
$250,000 and profits are approximately 
$150,000. 


NEW ENGLAND BANKERS MEET 
AT SWAMPSCOTT 


Mempers of the New England Bankers 
Association met in Swampscott, Mass., 
June 14-15 for their nineteenth annual 
convention. The convention opened on 
Friday with a luncheon, which was 
followed by a business session. The 
annual banquet, followed by dancing, 
was held Friday evening. 

On Saturday morning a joint meet: 
ing was held of the New England, the 
Massachusetts and the Connecticut as 
sociations at which Governor W. P. G. 
Harding of the Federal Reserve Bank 
of Boston presided. Speakers included 
Adolph C. Miller, a member of the 
Federal Reserve Board of Washington; 
and Cei. John G. Lonsdale, vice-presi- 
dent of the American Bankers Associa’ 
tion and president of the National 
Bank of Commerce, St. Louis. - A band 
concert Saturday afternoon was _fol- 
lowed by dinner and dancing in the 
evening. 

A special meeting of the Connecticut 
association was held Friday afternoon 
at which Eugene H. Burris, of Ames, 
Emerich & Co., New York, spoke on 
“Secondary Reserves and Bank Man: 
agement.” 


WISCONSIN BANKERS MEET 


ApprEssEs by Craig B. Hazlewood, 
president American Bankers Associa’ 
tion; Col. Halsey Dunwoody of St. 
Louis, executive vice-president of the 
Universal Aviation Corporation; Dr. 
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Paul M. Atkins, engineer-economist of 
Ames, Emerich & Co., Chicago; and 
Grosvenor Jones, chief of the finance 
and investment division of the United 
States Department of Commerce, were 
features of the meeting of the Wis- 
consin Bankers Association, held last 
month in Milwaukee. 

A. C. Kingston of Stevens Point, was 
elected president of the association; Ed- 
ward H. Cole of Broadhead, vice-presi- 
dent; and Lee W. Metzner of Casco, 


treasurer. 


KENTUCKY BANKERS MEET AT 
PADUCAH 


AmoncG the speakers at the Kentucky 
Bankers Association annual convention 
held in Paducah, Ky., June 20-21, were 
Col. John G. Lonsdale, vice-president 
of the American Bankers Association 
and president of the National Bank of 
Commerce, St. Louis; William McChes- 
ney Martin, governor of the Federal 
Reserve Bank of New York; Sterrett 
Cuthbertson, vice-president Citizens Na- 
tional Bank of Bowling Green, Ky.; 
and Emanuel Weinstock, manager of 
the industrial loan department of the 
Louisville Trust Company. 


1929 
THE CORPORATION MANUAL 


Thirtieth Edition 


A systematic arrangement of the Statutes 
affecting both Foreign and Domestic Corpo- 
rations; the Uniform Stock Transfer Act; 
the “ Blue Sky” laws; the Anti-Trust Laws 
in all states. Forms and Precedents. 2466 
pages; strong Buckram binding, 


Published by 


United States Corporation Company 


150 Broadway, New York 


FIDELITY TRUST CAPITAL 
INCREASE APPROVED 


Directors of the Fidelity Trust Com- 
pany of New York have approved a 
plan to increase the capital funds of the 
bank and its securities affiliate, the 
Fitrust Corporation, by $4,000,000. 
The present stock of $50 par value will 
be reduced to $20, and stockholders will 
then be offered the right to subscribe 
to 100,000 new shares at $40 a share. 
The subscription price includes identical 
ownership in 100,000 new shares of 
Fitrust Corporation. James G. Blaine, 
president of Fidelity Trust Company, 


Metered mail machine which seals letters at the rate of 150 a minute and prints 
upon them an authorization from the Postoffice Department which eliminates the 


use of stamps. 


The machine is manufactured by the Whitlock Manufacturing 


Company of Los Angeles, Calif. 
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states that the present dividend rate of 
10 per cent. is likely to be continued on 
the new stock. 


HENRY C. VON ELM NAMED 
PRESIDENT OF MANUFAC- 
TURERS TRUST 


Henry C. Von Em, who in 1903— 
twenty-six years ago—joined the Manu- 
facturers National Bank, has _ been 
elected president of the Manufacturers 


oe UNDERWOOD & UNDERWOOD 
Henry C. Von ELM 


Newly elected president of the Manu- 
facturers Trust Company of New 
York. 


Trust Company of New York, the 
bank which absorbed his original in- 
stitution in 1914 and which now has 


resources of approximately half a bil- 
lion dollars, ranking tenth among the 
nation’s largest banks. Nathan §. 
Jonas, president of the bank since its 
organization in 1905, has been named 
chairman of the board of directors, a 
newly created office. 

Mr. Von Elm, who is forty-one years 
old, has spent his entire business career 
with this one institution. After hav- 
ing been made an assistant secretary in 
1916, he was placed in charge of the 
West Side unit two years later when 
the Manufacturers Trust Company 
adopted its policy of expansion into 
the New York territory, and absorbed 
the West Side Bank. 

In 1919 Mr. Von Elm was promoted 
to vice-president and, in 1923, when 
Manufacturers Trust Company ab- 
sorbed the Columbia Bank, he was 
placed in charge of the Fifth Avenue 
unit, one of the largest and most im- 
portant offices maintained by the in- 
stitution. 

A few years later, Mr. Von Elm 
was named chairman of the credit con- 
ference committee. Then, two years 
ago, he was called to the main office of 
the bank as chairman of the executive 
committee, where he worked in close 
conjunction with Mr. Jonas. 

Mr. Von Elm is well knowa not only 
in banking but in credit circles as well, 
having been active for many years in 
various credit associations, both locally 
and in the nation. 

Besides being a director of Manufac- 
turers Trust Company, he is on the 
board of the National Liberty Insur- 
ance Company, the Colonial Trust 
Company of Philadelphia and of the 
Savings Bank of Richmond Hill. 





Stock Exchange Admits Investment 
Trusts 


may be listed on the New York 

Stock Exchange has been an- 
nounced by the Exchange, which gave 
the “tentative special requirements for 
listing’ that type of securities. It is 
expected that 100 trusts may make 
application for listing and that the value 
of the investment securities eligible may 
be $2,000,000,000. 

It is expected that not all of the appli- 
cants will be accepted since the Exchange 
has laid down rigid requirements and 
made announcement that the names of 
applicants will not be published. This 
part of the announcement reads as 
follows: 

“Until further notice the names of 
investment trusts which apply for list- 
ing of their securities shall not be 
published, inasmuch as refusals may be 


Te, securities of investment trusts 


frequent until satisfactory ‘final require- 
ments for listing shall have been de- 


veloped through experience. At a later 
date the usual publicity may be given 
to the names of applicants.” 

The requirements approved are so 
phrased as to indicate that the Stock 
Exchange, while now specifying that 
the applicant must furnish a yearly 
financial statement, may call upon the 
corporation for semi-annual or even 
quarterly statements of financial con- 
dition. 

The investment trust companies re- 
garded as eligible by the committee on 
stock I’st are those “engaged primarily 
ix the business of investing and rein- 
vesting in securities of other corpora- 
tions for the purpose of revenue and 
profit and not in general for the purpose 
of exercising control.” 

“As companies of this nature rep- 
resent a relatively recent development 
in American finance,” the announce- 
Ment says, “the committee designs, in 
promulgating these requirements, merely 
to give to prospective applicants in- 


formation as to the policies which will 
guide it in the light of its present knowl- 
edge. As experience with conditions 
gained through actual applications pro- 
gresses, the right is reserved to alter or 
amend these requirements, in the dis- 
cretion of the committee, without notice. 

“For the present, applications for list- 
ing securities of investment trusts will 
be considered only when such trusts are 
of the general or management type. 

“In order that securities falling with- 
in this category may be eligible for list- 
ing, an application must be filed with 
the secretary of the Exchange in the 
manner prescribed in a circular of the 
committee dated July 1, 1925 (or any 
future amendments thereof), and con- 
tain the information and be accom- 
panied by the required documents in so 
far as the provisions of that circular 
are applicable. 

“Each application for listing a se- 
curity of an investment trust, as defined 
above, must state whether it is to be 
managed independently by its own 
officers and directors or whether it is 
to be managed directly or indirectly by 
other individuals, firms or corporatigns. 
The names of all individuals, firms or 
corporations which are directly or: in- 
directly responsible for the managen;ent 
must be set forth, and there must be 
included in the body of the application 
a summary of all significant provisions 
contained in the charter, articles of in- 
corporation and by-laws of the company, 
and all significant provisions contained 
in any existing agreements or contracts 
which define the powers and privileges 
of the management and the restraints 
thereon. . . . These requirements apply 
likewise to any subsidiaries. . . . Each 
application must present full details re- 
garding the basis on which compensa- 
tion for management is computed.” 

The size of the capital, surplus and 
funded debt must be of sufficient size 
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to “permit of successful operation as an 
investment trust.” Each application 
must show in detail all costs of organi- 
zation, selling expenses of each class of 
securities and net proceeds on each issue 
of the trust's securities. 

One of the requirements for listing 
is that the management agree with 
either the New York Stock Exchange 
or in the management contracts with 
the investment trust “that on securities 
listed on any recognized stock exchange 
only the commissions authorized by such 
exchange shall be charged by such man- 
agers on securities bought or sold for 
the account of their investment trust.” 

The requirements for investment 
trusts laid down by the Stock Exchange 
further read: 

“A comprehensive and detailed state- 
ment of earnings and of surplus shall 
be prepared and published within thirty 
days after the close of at least each 
annual fiscal period. Such statement 
shall also be submitted to stockholders 
at least fifteen days in advance of the 
annual meeting of the investment trust. 


The statement shall show separately 
gross earnings, if any, under at least 


the following classifications: Interest, 
dividends, profit on sale of securities, 
profit in syndicate participations, trans- 
fers from reserves previously created, if 
any; miscellaneous. 

“A comprehensive and detailed bal- 
ance sheet shalf be prepared and pub- 
lished within thirty days after the close 
of each year. Such balance sheet shall 
also be submitted to stockholders at 
least fifteen days in advance of the 
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annual meeting of the investment trust. 

“The valuation of securities held 
must be shown upon the balance sheet 
at cost, summarized in reasonable detail. 
There must be appended to each balance 
sheet a footnote showing the aggregate 
cost of all securities owned, their aggre- 
gate current value, and the difference. 

“The applicant shall publish with the 
annual report a statement showing the 
value of securities held either directly 
or indirectly at the close of each period 
covered by the report. Valuation of 
securities for this statement shall be 
based upon market price of all securities 
listed on recognized stock exchanges and 
upon fair appraisal of other securities. 

“There must be contained in the 
report a complete list of all of the hold- 
ings of the company, showing name and 
quantities, with the proviso that no more 
than an amount of 10 per cent. of the 
company’s aggregate capital and surplus 
or 10 per cent. of the cost of securities 
held, whichever may be less, may be 
covered under a heading “Miscellaneous 
Securities,’ provided that such securities 
have not been held for more than one 
year. 

“This list should disclose the aggre- 
gate cost of the securities and their 
aggregate market value, and in the case 
of holdings not listed on the New York 
Stock Exchange or the New York Curb 
Market the price at which each such 
holding has been inventoried for the 
purpose of determining aggregate market 
value must be clearly set forth with 
such supporting information as may 
seem desirable.” 





Examples of Recent Bank Building 
Operations 


Architect's drawing, showing plans for the remodeling of the First National Bank 
building, Mt. Vernon, N. Y. The frontage is to be increased from forty-eight to 
ninety-six feet and the first two stories of the old building will be veneered with 
stone and tied into the new structure with a main entrance in the center of the front 
elevation. The tenants of the building and the bank will remain during the re- 
modeling. Holmes & Winslow, of New York, are the architects. 
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Lobby of the new Terminal Square office, Union Trust Company of Cleveland, 
from the Public Square entrance. It is eighty feet long, two stories high, and has 
walls of imported Loredo Chiaro marble. 


The main banking room of the new Union Square office of the Manufacturers 

Trust Company, in the new Tammany Hall Building, New York, has been designed 

to harmonize with the Georgian Colonial architecture of the building. The ceiling 

is an adaption of the ceiling in the Senate House at Cambridge, England. Levanto 

and Travertine marble are used in the pavement, Caen stone in the walls and St 
Genevieve golden-veined marble in the counter screen. 





Four Charlotte, N. C., Banks Build 
New Vaults 


OUR of the leading banks in 
Pretaroe N. C., have recently 

completed the installation of new 
vault equipment and all four have se- 
lected the single flange door with in- 
terlocking channel type of vestibule— 
an advanced development in vault en- 
gineering. All of these vaults were 
built by the Herring-Hall-Marvin Safe 
Company of Hamilton, Ohio. 

The Independence Trust Company 
has a large composite vault which is 
divided for the safe deposit boxes and 
security lockers. The main entrance, 
a photograph of which is reproduced 
herewith, consists of a  sixteen-inch 
round door with twenty-four four-inch 
bolts, quadruple time-lock, and other 
characteristic accessories. The steel ex- 


tension of the jamb of this door may 
be noted in the picture. The vault is 
lined with open-hearth steel, the ex- 
posed surfaces of which are covered 
with polished steel panels. The vault 
itself is twenty-six feet wide by four- 
teen feet deep, and has an emergency 
entrance of the same thickness as the 
main door. The new building was 
erected under the direction of W. L. 
Stoddart, architect of New York City. 

The new structure of the First Na- 
tional Bank was built by Lockwood, 
Greene & Co., of Boston, and the 
vault work was installed under the in- 
spection of F. S. Holmes, engineer, of 
New York City. The vault is eighteen 


feet by sixteen feet in area and is steel 
lined with paneled walls and ceiling. 


Entrance to vault in the new Merchants’ and Farmers’ Trust Company, 


Charlotte, N. C. 





THE BANKERS MAGAZINE 


Channel frame circular door and vestibule in the new banking room 


of the In- 


dependence Trust Company, Charlotte, N. C. 


The main entrance is a_ sixteen-inch 
rectangular channel frame door. There 


is also an emergency entrance in this 
vault, and space is provided both for 
the safe deposit department and the 
securities and money lockers. 


The Charlotte branch of the Federal 
Reserve Bank is also housed in the new 
building of the First National Bank. 
The Federal Reserve vault is of the 
same size and construction as that used 
by the First National Bank. The main 


Sixteen-inch channel frame door in the new vault of the First National Bank of 
Charlotte, N. C. 
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New channel frame vault door of the Federal Reserve Bank of 
Charlotte, N. C. 


entrance is a sixteen-inch rectangular 
channel frame door similar to that pic- 
tured here. The Federal Reserve vault 
work was also built and installed un- 
der the inspection of Mr. Holmes. 

A fourth Herring-Hall-Marvin in- 
sallation is that in the new Mer- 
chants & Farmers banking room, for 
which William H. Peeps was the 
architect. The steel lined vault makes 
provision for both safe deposit boxes 
and securities and the entrance is a 
channel frame door of the same gen- 
eral type as the doors already referred 
to in connection with the other new 
banks in Charlotte. 


In the designing of new vault doors 
the use of the single flange is receiving 
wide acceptance among bank engineers 
and architects. It has for a long time 
been characteristic of heavy vault 
work in metropolitan centers. The in- 
terlocking vestibule has been designed 
to remedy a characteristic weakness of 
vault construction due to the absence 
of proper anchorage for the vestibule 
in the concrete. The ribbed channel 
frame is steel bound to the reinforcing 
system of the concrete and the con- 
crete itself is poured into the vestibule 
structure. 





Every Bank doing a Savings 
Business Needs this book 


READ THESE CHAPTER 
HEADINGS 


Savings Bank Movement in 


U. S.A, 
Nature and Functions 
Thrift Habit 
Savings Bank as 
Benefactor 


a Public 


Savings Bank as an Institu- 
tion 

Organization 

Management 

The By-Laws 

First Deposit 

Bank and its Depositors 

Deposits 

Withdrawals 

Machine Accounting 

Misc. Deposits and Drafts 

Deposits by Check 

General Orders and Identifi- 


cation 
Alteration of Pass Book 
Teller and his Cash 
Passing of Deposit Ledger 
Posting and Proving 
Testing Time 
The Dividend 
Mortgage Loans 
Bond Amortization 
Audits 
Banking by Mail 
Account of Deceased Persons 
Lost Pass Books 
Advertising 
Dormant Accounts 
Society Accounts 
School Savings Banks 
Insurance 
Finger Print Identification 
Interest on Loans 
Insolvency 


Operation of Savings Depart- 
ment 


 Pagepo-end revised, brought up-to-date 

and with several completely new chapters 
added, The Savings Bank and Its Practical Work 
is now ready in a new edition. 


Machine accounting, a subject unknown when 
the first edition was published in 1913, is dis 
cussed in one of the additional chapters; adver- 
tising the savings bank has been completely re 
written and a wealth of new material added. 
The problem of school savings banks, which has 
also grown in importance, has been taken up to 
a greater extent than hitherto; and a chapter has 
been added also on the operation of a savings 
department in commercial banks. 


THE SAVINGS BANK 


AND ITS 
PRACTICAL WORK 
By 
WILLIAM H. KNIFFIN 


Read the list of chapter headings listed in the 
column to the left and see how completely Mr. 
Kniffin has covered every phase of savings bank 
organization, operation and management. 


But don’t take our word for all this. Fill out 
the coupon below and examine the book at your 
own desk at our risk and expense. 


USE THIS COUPON 


BANKERS PUBLISHING COMPANY, 
71 Murray Street, 
New York, N., Y. 

You may send me on 5 days’ approval a copy of 
Kniffin’s THE SAVINGS BANK AND ITS PRACTICAL 
WORK. If I find the book satisfactory I will send you 
check for $7.50. If not I will return within 5 days of 
receipt. 


GID nnsetnttcicnnnicctimniiniinines 
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Practical 


Banking 


William H. Kniffin, author of The Practical Work of a Bank (Bankers Publishing 
Company, $7.50) is vice-president of the Bank of Rockville Centre Trust Company, 
Rockville Centre, N. Y. He is former secretary of the Savings Bank Section, Amer- 
ican Bankers Association, and has written a number of other books on financial sub- 


jects. 


Among them are The Savings Bank and Its Practical Work and Commercial 


Paper and the Analysis of Credit Statements. 


FEW months ago there was held 
A= Chicago a conference on com- 
mercial bank management. Prob- 

lems of commercial bank management, 
policy and operating methods, and ap- 
proved procedure for efficient commer- 
cial banking were discussed by the 
bankers of the central states. It was 


thought by the American Bankers As- 
sociation, under the auspices of which 
the conference was held, that too little 
attention had been given to general 


bank management at most conventions. 

This is as true of the writings in 
the banking field as it is of conventions. 
There are books on credit, on trust 
business, on advertising, on savings— 
on every phase of banking—but the 
single book which outlines the entire 
practical operation of a banking in- 
stitution is often needed. This need is 
filled by The Practical Work of a 
Bank by W. H. Kniffin. 

Mr. Kniffin is an acknowledged au- 
thority on banking. He has had a 
banking experience of many years and 
has written authoritative articles on 
several phases of banking. For The 
Practical Work of a Bank, however, 
he has not depended entirely upon his 
own banking experience, but has gone 
to many of the leading bankers of the 
country and received the benefit of 
their experience in various branches of 
banking. 

The book takes up carefully and de- 
scribes in detail every practical bank- 


ing problem and detail of. bank admin- 
istration. It treats of every phase of 
modern banking, from the handling of 
the morning’s mail to the extension of 
credit, from the duties of the messenger 
to the functions of the president. And 
it gives a complete picture of the bank 
functioning as a unit. 

The volume also contains a descrip- 
tion of how some of the country’s 
largest banks carry on their business 
and reproduces forms used by them for 
their various accounts, pointing out 
how every detail of business is han- 
dled. 

The table of contents includes: The 
Thing We Call Money; The Bank as a 
Credit Machine; Banks, Bankers and 
Banking; Organization and Administra- 
tion of a Bank; Deposits and the Re- 
ceiving Teller; The Paying Teller; His 
Payments and His Cash; Clearings and 
Clearing Houses; Collections and the 
Messenger; Lending the Bank’s Money; 
The Bank as an Accounting Machine; 
Checks and Their Collection;: Bank 
Examinations and Audit; Essentials in 
Granting Credit; The Bank Man in the 
Making; The Morning Mail; Cost Ac- 
counting and Analysis of Accounts; 
Foreign and Domestic Exchange. 

The fact that this book is now in its 
seventh edition shows how it is valued 
by bankers. It may be secured on ap- 
proval by any banker from The Bank- 
ers Publishing Company, 71 Murray 
street, New York City. 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


CaPITAL—-THE MONEY MaRKET—AND 
Gop. By Lionel D. Edie. Chicago: 
University of Chicago Press. 


One of the four annual studies pre- 
sented in the “Studies in Business Ad- 
ministration” by the School of Com- 
merce and Administration of the Uni+ 
versity of Chicago. Professor Edie’s 
study, which is the first, consists of 
fifty-three pages, with an introduction 
by Craig B. Hazlewood, president of the 
American Bankers Association. It - is 
divided into eight chapters as follows: 
Introduction and Summary; National 
Income, Capital, and Net Yield; Busi- 
ness, the Money Markets, and the Re- 
serve Base; The 1913 Gold Base of 
the Bank Credit of the World; The 
1928 Gold Base of the Bank Credit of 
the World; What Becomes of the 
Gold; The Growth Requirement of 
Gold; and An Equation of Gold and 
Prices. 


THE CHAIN STORE 


“THE Chain Store—An Element of 
Revolution” is the title of a fifty-page 
booklet issued recently by the Central 
Union Trust Company of New York. 
The booklet contains an impartial survey 
of the chain store today for bankers, 
merchants and business men of every 
description. 


CHICAGO BANKS ANALYZED 


THE Bureau of Business Research of 
the University of Illinois has published 
two booklets recently, one dealing with 
the capital stock, surplus and undivided 
profits of Chicago banks and the other 
with stockholders’ equity in Chicago 
banks. 

The first traces the movement of the 
net worth of Chicago banks from 1900 
through 1927 and shows the changes 
which have taken place in the relative 
position of the component parts of 
proprietorship, i.e., capital stock, surplus 
and undivided profits. The movement 
170 


of net worth in relation to total re- 7 
sources and to aggregate net worth and © 
deposits is also indicated. 


The latter shows the distribution of 7 


the ownership of outstanding capital 
stock of the banks at the beginning of 7 
1928; how it was distributed geographi- 7 
cally; what portion was in the hands 7% 
of the bank directors; and something © 


regarding theextent to which the shares | 


were distributed among the stockholders. 


The two bulletins are part of a series 7 


of studies covering various phases of the 
Middle Western money market, which 
are being made by the Bureau of Busi- 
ness Research. 


KANSAS FACTS 


THE above name has been given to the 
first volume of what will be an annual 
year-book of the State of Kansas, con- 7 
taining a multitude of statistics and 7 
facts regarding that state. In addition 


to the information found in an almanac 
(in this volume dealing particularly with 
Kansas, of course) there is included in 
this volume condensed historical in- 
formation. It is also planned to include 
additional, and different, information in 
succeeding volumes, an index to all of 
which will be contained in the current 
volume. The book should be of great 
value to business men of Kansas and 
those having business interests in that 
state. 


NEW BOOKS 


PRINCIPLES OF MoNEY AND BANKING 
(2nd edition, revised and enlarged). 
By Russell D. Kilborn. New York: 
McGraw-Hill. $5.15. 


You Too Can Make Money. By 
Pauline Cleaver. New York: Psy 
chology Publishing Company. $2.15. 


BANKERS’ BALANCES; A Study of the 
Effects of the Federal Reserve System 
on Banking Relations. By Leonard L. 
Watkins. Chicago: A. W. Shaw. 
$6.15. 








